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Only a limited number left—Order today. 


No other single volume gives you as much up-to-the-minute information on 
the legal aspects of business as this new 1946 CREDIT MANUAL. For the 
past 38 years, this Manual has been nationally famous as the authoritative 
guide in handling almost every type of business and legal problem arising 
in your work. 


Helps you minimize the risks of postwar credit procedure 


The aftermath of war finds credit executives faced with many serious prob- 
lems. There is grave danger of becoming involved in risky credit situations, 
through lack of sound guidance of your rights as a creditor and on the 
requirements you must meet to safeguard your sales and protect your credits. 
You can rely on the new 1946 CREDIT MANUAL for clear, reliable, up-to-the- 
minute answers to the everyday problems that arise in your business con- 
cerning Sales, Credits, Collections, Assignments, Judgments, Notes, Liens, Etc. 
—all carefully indexed so that you can turn to the facts you want at a 
moment's notice. 





Special Membership Prices 


The price of the CREDIT MANUAL is $6.50 but we make a Special Price to 
Members of N.A.C.M. of $5.35. Only a limited number of copies were printed 
and only a few copies remain unsold. So rush your order today so that you 
will not be disappointed. 
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CREDIT in 1946 


It is doubtful -that the nation ever faced a more critical peacetime 
= year than this year of 1946. The pattern we weave in this our first 

full time peace year may well determine the economic picture of our 
country and of the world. Among the major problems are those of 
credit in all of its phases—credit of the individual, the business, the state, 
the nation and the world. If credit is kept sound, the world can more 
courageously meet the peacetime struggle that faces it; if credit is wan- 
tonly dissipated or abused, world recovery is in serious jeopardy. 


As credit executives in the field of business, a rare opportunity as well 
as a grave responsibility faces all of us. It must be our resolution for the 
new year to facilitate in every possible way the world use of credit; to 
protect the reservoirs of credit against the waste which is a natural after- 
math of war; to so stimulate commerce through this proper use of 
credit as to insure high production and steady jobs for willing hands. 


Our credit appraisals must also be based on mercy and justice—ever 
keeping in mind that even in a catastrophe, that one of the great factors 
of credit, namely character, need not be and seldom is liquidated. I con- 
gratulate the credit fraternity of the United States on their splendid start 
in discharging their credit responsibilities. The resolution passed by 
the National Board of Directors to help in every possible way credit- 
wise the heroic people of the Philippines and to accept their credit on a 
character basis, with terms tempered to the needs of the occasion, is the 
spirit in which the credit problems of 1946 should be solved. 


The credit profession pledges to do its part in making 1946 a credit 
year that is healthy and vigorous and will leave no stone unturned in its 
effort to stimulate world and national recovery through sound credit 
promotions. 


e 


a 


Henry H. Heimann 
Executive Manager 
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In 1773 a clerk recorded the inventory of a store 
in Litiz, Pennsylvania. To him it was but a list of 
merchandise. While struggling with his task, only 
a miracle could have told him that it would one 
day become a document full of meaning to pos- 
terity for it not only lists many of the common 
goods purchased by our ancestors just prior to the 
Revolutionary War, but embodies the very essence 
of American strength. 

Between the lines of this old inventory we can 
read words like honesty, industriousness, efficiency 
and integrity—-the stone and mortar out of which 
America’s business greatness was built. 

You don’t have to reach to the upper shelves of 
your imagination to find the priceless factors which 
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are indispensable to successful public | service. 

_ These factors are made up of hard work, integrity, 
soundness and the genuine will to perform a na- 
tional duty. Since 1853 The Home Insurance Com- 
pany has been dedicated to these things. Taking 
frequent inventory of its stock in trade, with sharp 
appraisal for the needs of its producers and clients, 
has enabled The Home to aim high into the future 
with a firm foot on the ground. 


* THE HOME *« 


NEW YORK 


FIRE ° AUTOMOBILE ° MARINE 















NEW CREDIT HORIZONS FOR *46 


A Treasurer’s Views on Future of Our Profession 


dam since I last discussed 

with you the philosophies of 

Mr. Sour Puss and Mr. Bal- 
ance Wheel as applied to credit 
and collection management. I dare- 
say that in the interim Sour Puss 
has smacked his lips on many oc- 
casions over the bad debt record 
as he proceeded to collect from a 
Government in excellent pay stand- 
ing, and other beneficiaries of a 
war-inflated economy. Everybody 
has had cash on the barrel head. 
Quota selling has been done chiefly 
with customers having an  out- 
stretched check book and a yen for 
merchandise. 

Collection services have gone 
broke. In other words, credit and 
collection management in the war 
years has been a cinch. That’s why 
the Government refused admission 
of your operating charges against 
war contracts and renegotiation. 

You are important people, to be 
sure—with plenty of specialized 
knowledge to sell, but by reason of 
a change in demand the market fot 
your services has been in temporary 
eclipse. Now, the honeymoon is 
over. You no longer have a cus- 
tomer with a wide open cash 
drawer ready to pay almost any 
price to buy goods for a war emer- 
gency. You are in the field of com- 
petition again, with all of its un- 
certainties, imponderables and risks. 
You have to go back to work again. 
At least those of you who represent 
Sour Puss will have to go back to 
work because this other character 
of ours, Balance Wheel, has been 
on the job through it all. He has 
assisted his accounting services 
with the collection of war accounts. 
He has brought that money in with 
such dispatch that in many cases 
bank loans, V-loans, T-loans, and 


= Much water has gone over the 
we 
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By HENRY C. PERRY 
Treasurer 


HEYWOOD-WAKEFIELD CO., 
Gardner, Mass. 
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all the other financial support for 
war activities were unnecessary. 
Over all, it is evident that credit 
executives have done a good job in 
this respect because industry, as 
you know, has made relatively little 
use of governmental loans. 


A Public Relations Man 


* While his regular line merchan- 
dise was off the shelves, Balance 
Wheel has maintained good «public 
relations with his customers. He 
realized all the time that with the 
cessation of hostilities his com- 
pany would again be on the firing 
line seeking sales outlets, both old 
and new, and a way to profitable 
operation: And here we are, on the 
threshold of - new opportunities, 
with the demand that we adjust 
our sights proportionately. What 
are some of these new horizons for 
credit managers? 


First of all, you will do something 
about your organization. We, too, 
have become influenced by that com- 
mon denominator of war thinking, 
to wit, “It makes little difference, so 
to Hell with it.” We have departed 
from conventional standards of nor- 
mal business practice to the degree 
that a new set of targets must be 
established for postwar guidance. 
Only the other day I was reading 
a company financial report, which 
footnoted its balance sheet with 
this language—“Since the company 
has no cost system in operation, 
inventories were valued at selling 


price—less certain discounts—to re- 
duce selling prices to approximate 
cost.” Now, suppose such a balance 
sheet was submitted to you as a 
basis for credit. Would you be per- 
suaded to give that company an un- 
limited line of accommodation? No, 
of course you wouldn’t. If balance 
sheet values in this sense are accept- 
able to the owners of a business, 
or to credit-granting agencies, why 
bother with credit analysis at all? 
Why not encourage companies to 
go into business, set competitive 
prices, use one spindle for unpaid 
bills—another for paid bills, take an 
inventory at the end of the year, 
use the crystal ball on cost-price 
ratios, and extend credit in propor- 
tion to imagination? This, however, 
is the type of thinking generated by 
a war economy. It is the type of dis- 
torted thinking done by the buzzer 
boys, the bureaucrats, and those 
tin-pot executives who, with a 
bumper crop of cash available, have 
been able to deliver goods on sched- 
ule in this war emergency but who, 
by experience, are totally incapable 
of making those deliveries at a cost 
that finds any interest or acceptance 
in a competitive price market. 


Time to Reorganize 


If your departments happen to be 
afflicted with this type of thinking, 
you might well spend some time 
weeding out and reconditioning the 
supporting brain power before it 
becomes closed with logic-tight 
compartments born of war service. 
Proper organization of your de- 
partment, proper objectives, and 
qualified people are necessary to 
meet the new order. You should de- 
termine the aims of management, 
fix responsibility, define authority 
for the job, and be sure that you 
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are equipped with capable man- 
power for the problems which lie 
ahead. When rebuilding your staff, 
however, some of which may be 
rusty from lack of use or misuse, 
you will not overlook the employe 
and human relations’ requirements 
which, in the evaluation of any job, 
are just as important as the treat- 
ment of its technical processes. 


Throughout the war, shortages 
in personnel have brought about a 
considerable jockeying for position 
among those who remained to car- 
ry on. In the return to postwar 
operations those who: have maneu- 
vered themselves into senior position 
will elect to retain status, and you 
will be reminded that the social or- 
ganization of a business, even when 
built upon the shifting sands of a 
war emergency, just can’t be dis- 
posed of. You cannot inform an 
individual or a group that begin- 
ning immediately their jobs will be 
shifted around and changed without 
inviting reaction and serious reper- 
cussions upon morale. Discussion of 
the change before it takes place and 
the use of individual ideas in plan- 
ning it out may avoid a lot of grape- 
vine gossip, speculation and dis- 
turbance. In this respect your re- 
sponsibilities are just as important 
as those which have to do with col- 
lective bargaining in factory organ- 
ization. It may not have been 
officially announced as yet, but con- 
ditions of employment, and the 
needs of the times, are such that 
your office must provide the full 
facilities of grievance procedure 
for those people who, only by pre- 
cedent mind you, now supply their 
services to business under a set of 
salary standards. Let’s apply a lit- 
tle more sales promotion and sales 
psychology in handling our em- 
ployes, as we do in handling our 
customers, 


Check Your Equipment 


And, of course, you will take a 
look at your office equipment— 
some of which is pretty well worn 
out and especially those keys that 
were worked overtime ringing up 
Government dollars. This is the 
time to prepare for effective hand- 
ling of your customer accounts, and 
you can’t do that without adequate 
and time-saving office machinery. 
Obsolete office machines are ex- 
pensive. Any machine for which 





“Therefore, it is a business resolution worthy of the spirit of 


Christmas that in our trade relations we shall try and make our 


exchange of commerce on a soundly conceived spiritual basis. 


“It is an essential of government that it frankly and honestly 


bare its program and cease the disguise and subterfuge under which 


it has too frequently forced legislation, much of which has plagued 


us in the past. 


“And the labor organizations and all citizens should remember 


His principles have survived because they were unselfish and honest 
and really intended to be of benefit to mankind.” — Henry H. 


Hermann, In December Monthly Business Review. 
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there is a newer machine that will 
do the work faster, with less cost 
or greater accuracy, is something 
worth a study. At present com- 
pensation levels only a slight im- 
provement in a machine ‘may war- 
rant investment in a new one. But 
in revamping your equipment needs, 
it is well to forget your prejudices. 
Too often office clerks are saddled 
with mechanical devices that come 
the route of super-duper salesman- 
ship or pressure exerted in the 
credit manager’s lodge, in his pro- 
fessional associations, or on the 
golf course. Be sure that you get 
the right type of mechanical equip- 
ment. 

You will not overlook your sta- 
tionery, forms, and letters, This is 
the time for housecleaning and, 
again, new targets to shoot at. In 
this field there is room for enter- 
prise and ingenuity. As to forms, 
you will avoid the pitfalls of trying 
to save paper at the expense of 
operator’s time. We all know that 
bird who, penny wise and pound 
foolish, is constantly out with the 
slide rule to measure the last inch 
of space awarded to the printed 
page. Overlooking the time neces- 
sarily dissipated by the typists who 
literally do handsprings trying to 
fit information to the form, he and 
the printer always have a fancy 
story for the boss at the close of 
the year in terms of budgeted sav- 
ings. Yes, there is a practical way 
of form engineering, and it is an 
important job in your office. 
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Check Up on Your Letters 


You will take a critical look at 
your form letters and the stereo- 
typed approach to collection cor- 
respondence. Much has been written 
about the importance of business 
letters, and during’ the war their 
qualities -fell to an all-time low. We 
haven’t had time, or thought we 
didn’t at least, to write good letters. 
Customers have been a dime a 
dozen. This is the time to check 
the correspondence which goes out 
to your customers on company 
letterheads. We hear a lot today 
about good public relations. Your 
company and mine spend a lot of 
money to build good will. Advertis- 
ing campaigns are undertaken and 
salesmen are trained in good will 
creating techniques. Nobody, for 
some reason or other, pays much 
attention to the tone and character 
of “run of the mill” letters—many 
of which originate in the collection 
department. The road which lies 
ahead, and it will be a strongly 
competitive one, requires that we 
move in on this attitude of indif- 
ference and smugness which char- 
acterized wartime business com- 
munications. Every letter we send 
out over the firm’s name should sell 
something, goods or good will. 

But in this review of your equip- 
ment, systems, forms and letters 
you will be alert to the pressure of 
bureaucratic tendencies with which 
business has been saddled during 
the war period. Sudden expansion 
has caught management unprepared, 
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and office specialty people have de- 
veloped all sorts’ of systems and 
aids to management. Consulting 
services are in their heyday. Graphs 
and charts are developed to show 


tendencies and trends. Systems of . 


preparing, forecasting and control- 
ling this and that are being mar- 
keted at bargain prices. Paper con- 
trols are in peak production, and 
efficiency engineers—so called—are 
operating under forced draft. Man- 
agement is managing from an office 
chair, remote from the center of 
activity, and every salesman selling 
office specialties and forms is aiding 
in the process. In your approach to 
this analysis there is every reason 
why just as much care and study be 
given to the reduction of paper and 
system costs as is given to the re- 
duction of production and selling 
costs. We all know the word “bu- 
reaucracy” in government admin- 
istration, but it flourishes and 
thrives in business and industry as 
well. Since it is a disease, a touch 
of which we may all have at present, 
let’s apply the sulpha drugs while 
the opportunity is here. 


Put Department on the Map 


Most of all, however, you will 
give your attention to those tech- 
niques which make a credit and col- 
lection department pull its weight 
around in a business organization. 
It is unfortunate that the feeling 
still prevails in many quarters that 
credit men are a bunch of Shylocks, 
who hinder selling whenever they 
can. By the same thinking process 
many of you feel that salesmen are 
just a bunch of order takers, with 
no interest in the customer’s ability 
to pay. Now, the men in those two 
jobs will never reach a meeting of 
minds unless they know each other, 
scrap with each other, maybe have 
an occasional drink together, and 
build a common viewpoint on com- 
pany problems and objectives. We 
believe in having our credit people 
attend sales conferences and mar- 
kets so that they may gain an under- 
standing of merchandising, adver- 
tising, sales promotion, and all the 
selling ideas which make a sales de- 
partment click. Our sales represen- 
tatives, on the other hand, have a 
real welcome when they come to 
the factories and the credit manager 
always wants to see them for a dis- 
cussion of common problems. Al- 
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though our credit men have the 
final word in the extension of credit, 
they keenly understand the impor- 
tance of desirable sales volume and 
steady growth if the company is to 
continue to go forward. On the 
other hand, your salesmen must 
believe in the company’s credit 
policies if they are <v properly pre- 
sent them te *ieir customers and 
build good will for th: house. 


We are convinced that the credit - 


management can plav a major part 
in establishing and improving good 
customer relations and, further, 
that thoughtful direction can con- 
tribute much to the all-important 
result of customer satisfaction. I 
cannot over-stress this activity as 
probably the most important con- 
tribution you can make to the prog- 
ress of your respective firms. Dur- 
ing the war period when demand 
far exceeded supply we had lapsed 
into a lethargy which was destruc- 
tive to good customer relations, and 
if there ever was a time when we 
needed to reverse that process it is 
now! You no longer have a recep- 
tive field to strut around in with a 
chip on your shoulder. In one way 
or another supply always catches 
up with demand. I strongly suspect 
that it will along the road which 
lies ahead. 


Get Out In the Field 


In this process of strengthening 
our salesman and customer rela- 
tions, let us remember that the credit 
manager of a business can no longer 
lead a sheltered life at his desk, 
pawing around with credit rating 
schedules, issuing edicts, and keep- 
ing the score on bad debt curves. 
He must get out among the con- 
ditions which give rise to the un- 
favorable influences on his com- 
pany responsibilities. Credit and 
collection management is no longer 
arm chair management. There are 
two ways of trying to find out 
about your problems in the field— 
one is by getting a letter or report, 
and the other is by going out to see. 
There is only one way of knowing 
what it is all about, and that’s by 
going out to take a look. But don’t 
go out and take a look with your 
salesmen or on your own responsi- 
bility unless you are equipped with 
adequate and ‘proper background 
on company sales policies. Your 
customers will regard you as noth- 


ing more than a low species of the 
County Sheriff unless you have an 
intelligent understanding of how 
credit policy fits in with distribution 
policy. 

Do you know enough about con- 
templated changes in your com- 
pany’s pre-war products? Do you 
know how those products have been 
redesigned, modernized, improved, 
and simplified? Are you informed 
on the company’s policy of distri- 
bution? Will you be dealing with 
the same set of customers, or has 
some new program of distribution 
been introduced which will change 
the family of accounts on your 
books ? Has there been a rearrange- 
ment of sales territories to the ex- 
tent that your field representation 
is different than pre-war? What 
about new customers never sold 
before? What about the G. I. Joes 
going into business with banking 
support? They are coming into the 
credit picture—you should be pre- 
pared to help them with their prob- 
lems and at the same time protect 
your own fences against the usual 
crop of failures. Will your company 
credit policy be changed with re- 
spect to terms, discounts, and other 
allowances? Are you informed on 
those accounts inflated by war ac- 
tivity and hungry for merchandise, 
which may indulge in over-buying? 
And, what about those accounts 
which have drained working capital 
in an effort to remain in business 
during the period of restricted 
quota selling? Have you fortified 
your files with financial reports, 
agency reports, credit interchange 
reports, and other references which 
give you an up-to-date picture and 
enable intelligent analysis of the 
individual account with your sales- 
man and your customer? Are you 
sufficiently on speaking terms with 
your own salesmen so that they 
inform you of any special or un- 
favorable conditions on a customer 
account? The salesman can help 
you, and you can help your sales- 
man, at the time of customer con- 
tact if you both know the circum- 
stances surrounding borderline 
cases. Very little has been said 
about the granting of credit in this 
postwar period. 

(Continued on page 18) 
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KFFECT OF TAXATION ON BUSINESS 


What Policy Will Best Preserve the American Way 


the broad outlines of the tax 

problem which faces us, and 

there isn’t much doubt about 
the remedies required to reach a so- 
lution. All we need is courage and 
honesty—political courage and po- 
litical honesty—provided we also 
know what is the solution which is 
to-be reached. 


; There isn’t much mystery about 
© 


Are we going to maintain our 
American system of private enter- 
prise? That is really the basic issue 
—private enterprise against state 
socialism. 


Which are we going to have? 


If voluntary health insurance is 
spreading gradually throughout our 
population, shall government en- 
courage and aid in its growth, or 
shall it step in and establish social- 
ized medicine overnight, on a com- 
pulsory, tax-supported basis? 

If there is a shortage in housing, 
shall government remove war-time 
controls and restrictions so that in- 
vestors, architects and contractors 
can get together and start building, 
or shall government step in and buy 
the land and materials and hire the 
labor with more tax money, and put 
up public housing projects? 

Shall we have a subsidized, tax- 
exempt Tennessee Valley Authority 
in every river valley in America? 


Shall we continue the noble ex- © 


periment of OPA, under which lit- 
tle bureaucrats with no business ex- 
perience fix the price of unmade 
automobiles, gambling on the cor- 
rectness of their judgment with the 
stockholders’ money? 

Shall we feed and clothe and sup- 
port the crackpot political economy 
of all the nations of the world? 

In short, shall we try to give 
everything to everybody, free, and 
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pay millions of bureaucrats to help 
us do it? 

If so, our national debt is just 
beginning, and our war-time taxes 
are here to stay. 


Will We Liberate Business? 


But if, on the other hand, we are 
going to eliminate government con- 
trols, restrict government to its es- 
sential functions, and reduce it to 
normal size; if we are going to 
strike the shackles from business 
and industry and give the initiative, 
the self-reliance and the genius of 
private citizens a chance to show 
again what they can do, then sol- 
vency and sound prosperity are 
ahead, and freedom will reign once 
more in our land. 

Don’t have any misgivings about 
the seriousness of the struggle 
which is now on, and don’t under- 
estimate the danger of losing the 
fight. 

Our enemies have a very bold 
and self-confident air. I suppose 
most of you read at least the news- 
paper account of the speech by 
Harold Laski who, flanked by per- 
sons standing very high in the offi- 
cial and political life of our coun- 
try, told us quite frankly that 
business men, and private schools, 
foundations, churches and the press, 
which are mere tools of big busi- 
ness, and all our great middle class 
must go; and that all our knowledge 


about atomic bombs must be given 
to Russia, which Laski said is the 
only country in which the business 


"man has ceased to count, and there- 


fore the only country which can be 
trusted to save the world from war 
and the people from oppression. 

Our enemies are brazen, as well 
as bold. 


Nevertheless, I am going to as- 
sume that we want to restore and 
preserve our American system, and 
that Congress will try to construct 
a permanent post-war tax policy 
which will help us achieve that goal. 

What must be the chief aims of 
such a policy? 

(1) To bring the budget into 
balance and gradually reduce the 
national debt ; 


(2) To help maintain consumer 
purchasing power against a possible, 
even probable, decline in take-home 
pay ; and 


(3) To restore and maintain the 
reservoir of investment capital 
ayainst the almost certain decline in 
profits, and encourage people to risk 
their capital in the expansion of old 
business and the establishment of 
new business. 


What Kind of Government? 


As to the first requirement, the 
balancing of the budget, we must 
first find out what kind of govern- 
‘ment we are going to have, or how 
much government we are going to 
have, because that will determine 
the size :of the post-war budget. 
That remains to be seen, but even 
if we assume that we are going to 
have the kind of government which 
will permit us to save our free enter- 
prise system, that is going to require 
an annual budget of around $20 bil- 
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lion, exclusive of social security 
taxes, and not including, of course, 
socialized medicine or any more 
TVA’s. The Treasury estimates an- 
nual revenue under the transition 
tax bill recently enacted of around 
$27 billion. That indicates the lim- 
its of further tax relief—no more 
than $7 billion of additional tax re- 
lief can be expected, except out of 
increased revenues resulting from 
increased prosperity and national 
income. 

As to the other two aims of our 
post-war tax policy—the mainte- 
nance of consumer purchasing pow- 
er and the maintenance and encour- 
agement of investment power— 
Congress already has made a begin- 
ning in the transition tax bill. 


In that bill a boost was given pur- 
chasing power by (1) raising the 
exemptions for income taxpayers 
with dependents, thus releasing 
about 12,000,000 taxpayers from the 


tax rolls, and reducing the rates of 


the income tax by about 10% or 
more in the lower and middle brack- 
ets, and somewhat less in the higher 
brackets; and (2) freezing social 
security taxes at 1% for another 
year. 


Start in Right Direction 


Business was given tremendous 
help by the repeal of the excess 
profits tax, the capital stock tax and 
the declared value excess profits 
tax; also by the reduction of the 
corporate tax rate, which had 
ranged from 25% to 40%, to from 
21% to 38%. 

But we must not be lulled into a 
sense of well-being by this gesture 
on the part of Congress. For ob- 
serve: While Congress is holding 
our present social security taxes at 
1%, the President urges that they 
be tremendously increased to cover 
the cost of his plan for socialized 
medicine. And while Congress is 
reducing business taxes so as to per- 
mit investors to retain a larger share 
of their profits, the President is 
using all the power of his office to 
raise wages and reduce prices. Why 
bother with a difficult and uncertain 
excess profits tax to recapture 
profits, when the thing can be done 
directly ? 

Nevertheless, so far as tax policy 
is concerned, we must be grateful 
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for the job done by Congress in the 
transition bill. The steps taken in 
that bill are generally in the right 
direction. 

Assuming that we want to keep 
going in that direction, in the fram- 
ing of the permanent post-war tax 
bill, what are some of the more im- 
portant provisions which that bill 
should contain? 


For the building up of consumer 
purchasing power, the high war- 
time excise taxes must be repealed, 
if their expiration date has not al- 
ready been fixed by the official end 
of the war. Also, there must be, as 
soon as budget requirements permit, 
a greater reduction in the low brack- 
ets of the income tax. There should 
not be, however, any further raising 
of the exemptions. If the income 
tax is to perform its function of be- 
ing the chief source of federal reve- 
nue to balance the budget, and if it 
is to perform that function without 
destroying our system of free enter- 
prise, it must rest on a very broad 
base. We cannot afford to have the 
great majority vote taxes for others 
and exemptions for themselves; 
they must vote taxes-for themselves, 
with exemptions only to the needy 
few. 


As to provisions to help business 
by building up and maintaining in- 
vestment capital and encouraging its 
risk in private enterprise, there have 
been many suggestions. I will re- 
fer to only a few which I consider 
of prime importance. 


Eliminate Penalty Premium 


The penalty premium of 2% on 
the privilege of filing consolidated 
corporate returns should be elimi- 
nated. The true income of a group 
of affiliated corporations can be 
properly determined only on the 
basis of consolidation. To call the 
right to file consolidated returns a 
“privilege,” and to exact a penalty 
for its exercise, is merely another 
instance of the government follow- 
ing a “heads I win—tails you lose” 
policy in the framing of tax laws. 

The tax on intercorporate divi- 
dends should be completely elimi- 
nated. Only 15% of intercorporate 
dividends is subject to tax but, aside 
from the burden of that tax, the 
principle is unsound and dangerous. 

Much greater latitude should be 
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given to deductions for depreciation 
on business property. There is much 
to be said even for allowing busi- 
ness men an absolutely free hand in 
determining their depreciation poli- 
cies, provided each business follows 
consistently whatever policy it 
chooses to adopt. But, short of that, 
business could be tremendously ben- 
efited, without any real harm to the 
public treasury, by allowing ‘much 
greater latitude in depreciation de- 
ductions. 


Finally, we need to reorient our 
entire corporate tax policy. Corpo- 
rations, like dead men, pay no taxes. 
You can impose a tax on a corpora- 
tion and collect it out of the corpo- 
rate treasury, but in the final anal- 
ysis the tax is borne by the stock- 
holders in smaller dividends, the 
employees in lower wages and the 
customers in higher prices. . Never- 
theless, our federal corporate in- 
come tax is based on the theory 
that a corporation is a legal person 
just like an individual, and ought to 
be taxed accordingly. Moreover, 
after taxing the corporation as if it 
were a real person, the dividends 
which the corporation pays to its 
stockholders, out of the balance of 
its profits, are taxed over again, 
without any credit being allowed 
for the taxes already paid by the 
corporation. 


Double Taxation Unfair 


Practically everybody who has 
studied our post-war tax problem 
has agreed that this double taxation 
of corporate earnings is unfair and 
is a terrific brake on the sound de- 
velopment and growth of business. 
This burden of double taxation must 
be eliminated, so as to encourage 
the investment of equity or risk 
capital, and remove the incentive to 
finance business by bond issues, 
which is fostered by the existing 
discrimination against dividend pay- 
ments as compared with interest 
payments. 

Several different methods of ac- 
complishing this reform have been 
suggested. The trouble with most 
of them is that they would add new 
complications to an already complex 
tax, and some of them would even 
produce other inequities almost as 
bad as the inequity they are in- 
tended to cure. 


For example, it has been sug- 


gested that we ought to continue to 
impose a high corporate income tax 
and that the relief from double tax- 
ation of corporate earnings should 
_be given by reducing the rates of 
the personal income tax in the mid- 
dle and higher brackets. Obivously, 
that suggestion does not squarely 
meet the problem, because it would 
grant relief not merely to the inves- 
tors of risk capital but to all indi- 
vidual taxpayers. Of course, the 
rates of the personal income tax 
should be reduced as much and as 
fast as possible, but, in addition to 
that, some other device is needed to 
remove the discrimination against 
corporate earnings. 


Others urge that the corporate 
tax should be continued, but that 
some percentage of corporate divi- 
dends received by individuals should 
be exempted from all income taxes 
or that all dividends should be taxed 
at lower rates than other income. 


Still others urge that the indi- 
vidual income tax should remain as 
at present, with the same rates ap- 
plicable to dividends as to all other 
income, but that the proper way to 
relieve corporate earnings from 
double taxation is to repeal the cor- 
porate income tax. That is, at least 
in theory, the soundest suggestion 
which has been advanced. The only 
real objection to it is that large 
amounts of corporate profits which 
are left in the business and never 
paid out in dividends, but which 
nevertheless profit the stockholders 
by increasing the value of their 
stock, would or at least might es- 
cape taxation. It must be admitted 
that this proposal—of repealing the 
corporate income tax—cannot be 
adopted unless this serious problem 
of undistributed corporation profits 
can be solved. Eminent experts 
think this problem can be solved, 
but the solutions offered by them 
vary widely, and all of them involve 
considerable administrative and 
technical difficulties. 


Need Simple Solution 


All of these proposals should re- 
ceive careful study and considera- 
tion, but relief from the double tax- 
ation of corporate earnings should 
not and need not be delayed until 
the perfect solution can be found. In 
fact, an approximate solution of 
a tax problem, if simple and easily 


workable, is often to be preferred 
to a perfect solution which is com- 
plicated and hard to administer. 

The simplest way to handle the 
taxation of corporate earnings, 
which would substantially accom- 
plish the desired result by almost 
completely eliminating the burden 
of double taxation, would be to re- 
duce the rate of the corporate in- 
come tax to the lowest individual 
income tax rate, and to exempt divi- 
dends from individual income taxa- 
tion to that extent. That would go 
far toward integrating the corpo- 
rate income tax and the individual 
income tax into one harmonious gen- 
eral system of income taxation, as 
they were originally intended to be. 
Present revenue needs will not per- 
mit immediate adoption of this plan 
in full. But the principle could be 
agreed upon and the corporate tax 
rate reduced gradually, as budget 
requirements permit. 

If governmental activities and ex- 
penses are held down so that tax 
rates can eventually be lowered; if 
the double taxation of corporate 
earnings and the penalty premium 
on the filing of consolidated returns 
are removed; if greater latitude is 
given business in claiming deduc- 
tions for depreciation ; we will have 
made tremendous progress toward 
the adoption of a sound business tax 
policy. 


Other Reforms Needed 


Only a few other reforms need be 
mentioned. 


The privilege of carrying over, 


business losses of one year against 
profits of other years should be lib- 
eralized. Capital losses should be 
made deductible to the same extent 
as capital gains are taxed. 


Businesses conducted by partner- 
ships and individuals need some as- 
sistance under the tax laws. For 
example, they need the privilege of 
setting up pension plans covering 
not only their employees but also 
the partners or individual proprie- 
tors. 


One major reform remains to be 
considered and that is the coordina- 
tion of state and federal tax poli- 
cies. 


As you know, the federal govern- 


ment in recent years has invaded 
one new tax field after another with- 
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out any regard to whether or not 
the field had already been developed 
by the states. Since the enactment 
of the income tax amendment to the 
Federal Constitution, there has been 
practically no field of revenue to 
which the states and their local com- 
munities have had exclusive or pri- 
or access to meet their needs. Asa 
result, the states are in danger of 
losing the last vestiges of their sov- 
ereignty and of becoming largely 
dependent on the federal govern- 
ment’s grace and bounty. 

This tends to destroy our Amer- 
ican system of government by turn- 
ing the states into mere territorial 
dependencies of the federal govern- 
ment and centralizing all power and 
control in Washington. 

One of the most effective methods 
of fighting this trend, and of pre- 
serving the financial independence 
of the states and their local commu- 
nities, is to adopt and adhere to a 
new coordinated national tax policy 
by which both the federal govern- 
ment and the states will be assured 
of adequate sources of revenue, each 
independent of the other. 

The best way of accomplishing 
this is to modernize and bring up 
to date the system of tax coordina- 
tion laid down in the Constitution 
when it was first adopted. 


The chief feature of that plan of 
coordination was a partial separa- 
tion of taxing powers between the 
states and the federal government, 
and it worked well for about 150 
years. Now, however, because of 
the tremendous growth of the pdlit- 
ical power of the federal government 
and the tremendous expansion in its 
activities, the original plan of co- 
ordination needs to be revised— 
there must be a further separation 
of taxing powers. 


No State Income Tax 


The federal government ought to 
give up the estate and gift taxes and 
taxes of a local nature such as the 
taxes on admissions and dues. These 
sources of revenue ought to be 
turned over entirely to the states. 

Similarly, the gasoline tax ought 
to be given up by the Federal gov- 
ernment. 

On the other hand, the states 
ought to give up individual income 
taxes. The income tax is the fed- 
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THE PROBLEM OF BRITISH CREDITS 


A Banker’s Views on the Need for Our Assistance 


are more difficult than those of 

war. Alliances tend to fall 

apart. Nationalistic interests 
come to the fore. Idealistic aims 
forged in conflict give way to in- 
tolerance, mistrust and mutual sus- 
picion. Such attitudes are the cus- 
tomary aftermath of war. They 
result from war weariness and are 
quite as psychopathic in character 
as the battle fatigue of combat 
troops. The United States, the least 
war-weary of nations, should above 
all others view with sympathetic 
understanding the struggles of 
other countries—invaded, devastated 
and impoverished—to regain their 
physical well-being. 

In spite of doubts and warnings 
in some quarters, I believe that the 
United States is now willing to as- 
sume leadership in a devastated 
world. Our readiness to do so is a 
mark of our maturity and a recogni- 
tion of the fact that we cannot, even 
if we would, withdraw into what was 
once called “splendid isolation.” At 
last we realize that we can no longer 
confine our full participation in 
world events solely to participation 
in the waging of war. We are all 
close neighbors in a fast-shrinking 
world. As close neighbors we must 
of necessity share a common des- 
tiny. Our responsibility as a nation 
is so to shape our affairs and so to 
influence world developments that 
this destiny may be compatible with 
the existence of the freedoms for 
which we fought the war. 


The fundamental principles guid- 
ing the foreign policy of the United 
States were set forth in twelve 
points by President Truman on the 
occasion of his recent Navy Day 
address. These principles are in har- 
mony with the best traditions of our 


= Many of the problems of peace 
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country and have, I am sure, the 
full support of the American peo- 
ple. The task now confronting us 
is to implement these twelve points. 
This will not be easy, as the appli- 
cation of fundamental principles to 
the realities of life is always much 
more difficult than their enunciation. 


I plan to call your attention to 
some of the problems involved in 
implementing the eighth and tenth 
points listed by the President. These 
are that all states accepted into the 
society of nations shall have access 
to the trade and raw materials of 
the world, and that full economic 
collaboration between all nations, 
great and small, is essential for the 
improvement of living conditions all 
over the world and for the estab- 
lishment of freedom from fear and 
freedom from want. These prin- 
ciples in effect restate Article IV 
of the Atlantic Charter and Article 
VII of the Master Lend-Lease 
Agreement. 


An address before the Fifth Annual 
Congress of American Industry on De- 
cember 7th, 1945. In sending his manu- 
script to Credit and Financial Manage- 
ment Mr. Aldrich said: 

“This address was prepared prior to 
the release of the financial agreement 
between the Governments of the United 
States and of the United Kingdom and 
was delivered on the day when the agree- 
ment was published. A review of this 
agreement, together with the joint state- 
ment by the United States and the United 
Kingdom regarding the understanding 
reached on commercial policy, convinces 
me that it is in accord with the sug- 
gestions embodied in the address. I 
hope that the agreement, an essential 
step in world economic reconstruction, 
may receive the whole-hearted support 
of the American people. 

Winthrop W. Aldrich.” 





Access by all nations to the trade 
and raw materials of the world and 
close economic collaboration be- 
tween nations are the basic prere- 
quisites of a peaceful world. Eco- 
nomic reconstruction must be so 
guided that international trade may 
move freely and the activities of 
mankind turned away from the 
perils of economic warfare and into 
the peaceful channels of commerce. 

In the recently issued Eighth 
Report of the House Special Com- 
mittee on Postwar Economic Policy 
and Planning,’ the short- and long- 
run problems of economic recon- ° 
struction have been set forth in a 
very comprehensive fashion. The 
Committee emphasizes the point 
that solutions proposed for short- 
run problems must be integrated 
with long-run policies. The whole 
pattern of world recovery will de- 
pend upon the manner in which 
short-run problems are handled. 

One of the most important of the 
short-run problems, and one which 
has a very direct bearing upon the 
future character of international 
trade, is the question of credits to 
England. This problem became one 
of immediate urgency upon the 
suspension of Lend-Lease. I was in 
London at the time and took occa- 
sion in an address before the Amer- 
ican Chamber of Commerce to re- 
peat my earlier proposals that the 
United States stand ready to grant 
England the financial assistance 
necessary to effect her transition 
from a war to a peace economy, to 
enable her to abandon exchange 
controls on current account and to 
join a multilateral system of trading. 


Problems Confronting England 


England’s present problems have 
resulted from her great contribution 
to final. victory. It was the complete 
dedication to war of her financial 
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and economic power which gave us 
the needed time in which to mobilize 
our own resources. Her gallant 
stand at the time of the fall of 
France gave us an _ indispensable 
base for our later operations. 

The mobilization of British man- 
power and industry, on a scale un- 
surpassed elsewhere, and her mil- 
itary operations over the entire 
world brought about a rapid change 
and deterioration in England’s ex- 
ternal financial position. At the be- 
ginning of the war England held 
about 4 billion pounds of foreign 
investments, 500 million pounds of 
gold and 150 million pounds in the 
form of dollar exchange. Her an- 
nual income from overseas invest- 
ments totaled about 200 million 
pounds, from shipping 100 million 
pounds and from commissions, in- 
surance, etc., 35 million pounds. -It 
was these invisible items in her bal- 
ance of payments that financed 
Britain’s imports, since only about 
55 percent of her imports were 
paid for by exports. 

Before the passage of our Lend- 
Lease Act (March 11, 1941) Eng- 
land was forced to pay cash for im- 
ports of food, raw materials and 
munitions from the United States. 
In consequence, her holdings of 
marketable investments, gold and 
dollars declined at a rapid rate. 
To acquire additional amounts of 
foreign exchange, she endeavored 
in this period to maintain her ex- 
port trade, but this proved partic- 
ularly difficult, owing to the bomb- 
ing of the London docks, losses of 
merchant shipping and the dislo- 
cation of British life. 

As is well known, England is 
very dependent upon imports of 
food. In the prewar period such 
imports were needed to cover about 
two-thirds of her consumption re- 
quirements. This situation repre- 
sented a desirable international 
division of labor, in that England 
exported manufactured goods, in 
the production of which she had 
special skills, and imported food 
stuffs which could be grown more 
cheaply abroad. In order to conserve 
shipping space England made stren- 
uous efforts during the war to aug- 
ment the amount of food grown at 
home. This was done by increasing 
the physical yield of the land and 
by increasing the proportion of 
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crops (wheat, potatoes, vegetables, 
etc.) available for direct human 
consumption. Even though these 
efforts reduced by 50 percent Eng- 
land’s dependence on foreign food 
imports, she ,was still dependent 
upon such imports to cover one- 
third of her consumption require- 
ments. These imports, representing 
England’s basic minimum require- 
ments, are vital, for without them 
England cannot survive. 


To Bottom of Barrel 


When Lend-Lease was _ enacted 
England was scraping the bottom 
of the barrel of her marketable 
foreign investments, her holdings 
of gold and dollars. Our help, to- 
gether with the Mutual Aid gen- 
erously supplied by Canada, ensured 
her a steady flow of food, raw ma- 
terials and munitions. Although 
she still required dollars in order to 
meet cash payments not covered by 
Lend-Lease, the amount needed was 
small compared with previous re- 
quirements, and after our entrance 
into the war, it was more than 
covered by the dollar expenditures 
of the American armed forces in 
the British Empire. 


Not receiving Lend-Lease or 
Mutual Aid from India or the Mid- 
dle East, Erigland was forced to 
pay cash for goods and services 
supplied, including military opera- 
tions and installations. The cash re- 
ceived was used by the recipient 
nations first to reduce their indebt- 
edness to England and then to 
build up their sterling claims to 
astronomical heights. These claims, 
known as “blocked balances,” 
amount to about 3% billion pounds. 
They are termed “blocked balances” 
because, while freely transferable 
within the sterling area, they are 
blocked against other currencies. 
These blocked balances resemble 
the war debts of World War I in 
that they did not create means for 
their own repayment. 

Lend-Lease and Mutual Aid plus 
the willingness of other nations to 
postpone the settlement of their 
claims permitted England to reduce 
drastically her production for ex- 
port and to devote her resources to 
war production in the fullest pos- 
sible measure. About 1,500,000 
men and women were transferred 
from the export trades to the 
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armed forces or war industries, and 
the volume of exports was cut to 
about 30 per cent of that of 1938. 
British factories furnished 70 per 
cent of all the supplies used by the 
8,750,000 men and women in the 
armed forces of the British Com- 
monwealth of Nations and the Em- 
pire. As British industry was pro- 
ducing under conditions of black- 
out, bombing and dispersal, this is 
indeed a remarkable achievement. 

England’s ability to devote her 
energies so exclusively to war was 
a natural result of Lend-Lease aid. 
While this made possible an ap- 
propriate division of effort during 
the war, the termination of Lend- 
Lease, as Mr. Attlee said recently 
in the House of Commons, leaves 
England far worse off when the 
sources of assistance dry up than it 
leaves those who have been afford- 
ing the assistance.? 


Loans to England Essential to 
World Recovery 


The net result of the war was to 
reduce England to the status of a 
debtor country. The full economic 
implications of this change have not, 
I believe, been fully realized here or 
abroad. England’s foreign assets 
have been reduced from about 4 to 
less than 3 billion pounds and her 
overseas liabilities, exclusive of 
Lend-Lease or Mutual Aid, have in- 
creased from about 500 million to 
34 billion pounds, representing an 
adverse turnover of more than 4 
billion pounds. In addition, enemy 
action cut heavily into her merchant 
marine. Income from commis- 
sions and other service charges has 
been reduced. 

The developments which have 
been described leave England with 
a much reduced income from the 
invisible items on her balance of 
payments: . income from _ invest- 
ments, shipping, commissions and 
service charges. At the very time 
that her power to purchase imports 
has been reduced, her requirements 
have increased. In addition to the 
ever-present need for food, she re- 
quires imports to repair the war 
damage, to replenish civilian inven- 
tories, and to expand, modernize 
and re-equip plants. In the absence 
of foreign credits, exports would 
have to increase very sharply to pay 
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ior the volume of imports required. 
In fact, just to bring in the 1938 
volume of imports, it has been es- 
timated that exports must rise in 
terms of volume about 50 per cent 
above the 1938, or five times above 
the 1944, total. 


It will take time for England to 
regain and build up her export mar- 
kets. The pattern of world trade 
has changed. Continental countries 
will buy less. More must be sold to 
the United States and South Amer- 
ica. Raw materials must be im- 
ported so that the factories of En- 
gland may be able to make goods. 
The factories must be reconverted 
to production for peace. This will 
require a long period in a country 
whose production was so highly 
geared to war. During this transi- 
tional period, pending the time when 
her exports are large enough to pay 
for imports, England must have 
foreign credits. And this will be 
the very period when England will 
be under added pressure from her 
sterling creditors to turn their claims 
into dollars so that they, too, can 
buy goods in those markets in which 
they are available. 


A Dollar Problem 


Although England has arranged 
for credits with certain foreign na- 
tions, her import deficit in the post- 
war period will, in the main, be with 
the United States, and it is for this 
reason that the problem of British 
credits becomes a dollar problem. 
Recognition of this fact prompted 
me on various occasions, to urge 
that financial aid be extended by the 
United States to England in suffi- 
cient volume to finance her transi- 
tion from a war to a peace economy 
and to stabilize the pound in terms 
of the dollar. I have urged that this 
be done, for I am convinced that 
Britain’s external financial prob- 
lem must be solved and the dollar- 
pound rate must be stabilized before 
constructive consideration can be 
given to the removal of trade bar- 
riers and to the stabilization of 
other currencies. Britain’s external 
financial problem is the most im- 
portant of all the short-run problems 
of postwar economic reconstruction. 
It must be solved if trade and ex- 
change barriers are to be removed 
and if the 12-point program set 
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' pation in such a system. 


forth by President Truman in his 
Navy Day address is to be realized. 


Although England was able to ac- 
cumulate a certain volume of dol- 
lars after our entrance into the war, 
the amount is not sufficiently large 
to finance her transitional require- 
ments. Until she is assured of the 
financial assistance needed for such 
purposes, she will not be able to 
formulate long-range policies. 

The aid which we extend, can, in 
a sense, be viewed as retroactive 
Lend-Lease. Had our Lend-Lease 
Act been operative earlier, England 
would not have had to liquidate such 
a large volume of her marketable 
securities. In consequence, she 
would not now be confronted with a 
financial problem of such over- 
whelming urgency. 


Our Interests Served by Credits 


Even apart from our moral re- 
sponsibility, it is to our own inter- 
est to grant aid to England. Once 
assured of her ability to finance 
transitional import requirements, 
England will be able to join a sys- 
tem of multilateral trading. The 
aid we extend should be contingent 
upon the adoption of measures on 
her part to bring about full partici- 
Without 
our assistance England will have to 
draw in her belt still tighter. She 
will have to resort to bilateral trade 
practices, endeavor to build up trade 
within the sterling area and reduce 
trade with other nations. 

Our decision in this matter will 
be a most critical one. Since the col- 
lapse of Japan there has been a 
growing tendency throughout the 
world towards the formation of eco- 
nomic blocs, import control schemes 
and bilateral trade practices. Unless 
this tendency is. checked now, there 
will be little hope of re-establishing 
international trade on a relatively 
free basis. The extension of finan- 
cial aid to England, playing as she 
does a central role in world trade, 
is essential in checking the tendency 
towards bilateralism and in giving a 
firm basis to multilateral trade. 


It must be borne in mind that any 
British Government, right or left, 
must haye financial assistance. This 
assistance is not being asked and 
it will not be granted to underwrite 
socialistic experiments. If England 





agrees to eliminate restrictive ex- 
change and trade practices (and this 
would be a prerequisite to the aid 
granted) there will be less scope and 
need for socialistic controls. En- 
gland will find that she cannot join 
in a multilateral system abroad and 
have a rigidly controlled economy at 
home. The one is not compatible 
with the other. Already in her ad- 
herence to Article VII of the Master 
Lend-Lease Agreement, she has 
given her support to the elimination 
of all forms of discriminatory 
treatment in international commerce 
and to the reduction of tariffs and 
other trade barriers. 

A conviction that England’s ex- 
ternal financial problem had to be 
solved and that the two key cur- 
rencies, the dollar and the pound, 
had to be stabilized in terms of each 
other before other international eco- 
nomic questions could be dealt with, 
lay at the basis of my criticism of 
the Bretton Woods proposal for an 
International Monetary Fund. At 
the time that this proposal was being 
discussed, we who advocated the 
so-called key-currency or key-nation 
approach to the problem were criti- 
cized by the proponents of the 
Monetary Fund on the ground that 
our alternative proposal was un- 
democratic, unnecessary and unde- 
sirable. Recent developments have, 
I believe, given ample proof of the 
validity and basic necessity of the 
key-nation approach. 


First Step in World Revival 


When, more than a year ago, I 
urged that the United States extend 
financial aid to England, I proposed 
that this assistance follow the suc- 
cessful conclusion of an interna- 
tional trade conference between the 
United States and the members of 
the British Commonwealth of Na- 
tions.! I urged that this conference 
deal with such matters as tariff bar- 
riers, imperial preference, export 
subsidies, bulk purchasing and 
regional currency arrangements. 

Present indications are that a 
world trade conference will meet 
within the next few months. The 
sequence I suggested will now have 
to be reversed and financial aid 
must be granted England before 
the conference can convene. The 


(Continued on page 41) 
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WILL INDUSTRY SET RECORDS IN 46? 


Many Factors Will Influence America’s Production 


business in the days ahead? 

In approaching the question, 

we must keep in mind some 
of the things which are related to 
it. The five fundamentals which are 
essential in all industry are: ma- 
chinery, materials, labor, manage- 
ment, and money. We have all of 
these in our midst, but since V-J 
Day a series of strikes, and the in- 
ability of labor and management 
to reach an understanding as to 
their mutual problems, have inter- 
ferred with some of our reconver- 
sion programs being put into full 
operation. 

The production levels which we 
achieved during the war and the 
successful manner in which we 
tackled the technical problems of 
changing overnight from refrigera- 
tors, automobiles, radios and in- 
numerable peace products to guns, 
tanks, carriers, and finally the 
Atomic Bomb, is certainly proof 
that we are equal to the task which 
faces us, and every intelligent in- 
dustrialist knows it. 

Another factor which has con- 
tributed to our industrial headache 
is the matter of price control by 
the OPA. There are several schools 
of thought on this all-important 
factor of the business picture. As 
a credit executive I stand with the 
group which will lend its efforts to 
any measures which will prevent an 
inflationary spiral of prices, but I 
cannot string along with those 
whose program to maintain control 
will result in decrease in production 
and lead us into another depression. 
It is my considered judgment that 
a great many of our price controls 
can be eliminated after the first 
quarter of the coming year, at which 
time it is hoped that most of our 
present production difficulties - will 
be adjusted. Control should be ex- 
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ercised by the Government only 
when there is an acute shortage of 
raw materials, and not because of 
any temporary shortages in relation 
to purchasing power. 


What of Our Materials? 


In analyzing the raw material 
situation we .must _ consider: 
First—the inventories of raw ma- 


terial on hand, and ascertain where 


there may be immediate shortages, 
and Second—we must consider our 
recent production information, 
which should disclose whether 
there is any prospect of their early 
elimination. Data relating to this 
angle of our problem were secured 
from a report recently issued by 
the Brooking institute of Washing- 
ton, which shows stocks of raw 
materials on hand and new supplies, 
measured in terms of monthly in- 
dustrial consumption requirements, 
on the basis of the business pro- 
duction index reaching a level of 
20% above that of 1940. 

If the war-end stocks and the 
flow of new supplies are roughly ac- 
curate as shown in these statistics, 
there is little cause for concern with 
respect to shortages. On the con- 
trary, in several cases it is one of 
surpluses. With the exception of 
nickel, hard fibers and soft wood 
lumber, the supplies owned by in- 
dustry are sufficient to meet busi- 
ness needs at a high level of pro- 
duction. 
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In August of this year, J. A. 
Krug, then Chairman of the WPB, 
made the statement, “For most 
things we will have materials run- 
ning out of our ears.” The impor- 
tant thing is to have industry mov- 
ing fast enough to use up these 
materials. In my own field of oper- 
ation, the amount of apparel wool 
on hand in August, 1945, was suf- 
ficient to take care of 14%4 months 
of production at a 20% increase 
over the 1940 level. At that time the 
industry turned out 324 million 
linear yards of goods, with only 
77% of its spindles in operation on 
the woolen system, 70% of its wors- 
ted spindles, and only 63% of its 
broad and narrow looms working. 

The raw cotton production is 
greatly in excess of prospective 
long-term requirements and a full 
year’s carry over is on hand. 

Thus the basic agricultural raw 
materials used in textile manufac- 
ture are sufficient to meet ail de- 
mands—especially in view of the 
rapid expansion of synthetic fibers. 

From all available statistical in- 
formation, the raw material situ- 
ation is such as to dispel any idea of 
inflation occurring at that point and 
there appears to be no reason for 
price advances or speculation in 
these basic commodities. 


A Go-Ahead on Machinery 


Machinery, which has not been 
improved to the degree desired by 
mill executives because of war re- 
strictions, is waiting for the “Go 
Ahead” signal and as soon as it gets 
it, goods will come into the market 
in sufficient quantities to eliminate 
the need of OPA price control. 
Every progressive textile executive 
is blueprinting machinery plans at 
the moment, with the idea of intro- 
ducing the latest, most efficient high 
speed machinery into his operation. 
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An analysis of recent balance 
sheets of a group of textile mills 
shows the fixed asset account to 
average approximately 40 per cent 
of tangible net worth, whereas in 
1941 the same ratio fluctuated be- 
tween 50 per cent and 60 per cent of 
capital. This condition has been 
brought about by management’s 
inability to secure new machinery 
and replacement parts in the same 
proportion to which their old equip- 
ment has become obsolete or worn 
out during the war years. It is 
further accentuated by the large 
profits which have been accumulated 
during the past five years. 

What about Labor? Labor is en- 
titled to'its hire and while it is going 
through a cycle of wildcat strikes 
at the moment, which have their 
merits and demerits, from the angle 
of Labor’s demands, there is no 
sense of management’s taking the 
position that it can fight the trend 
of ahigher wage level. It is essential 
if we are to elevate the national in- 
come to 170 billion dollars that the 
worker’s envelope will have to con- 
tain a larger stipend than that of 
prewar years. Labor, however, 
should not try to exact its pound 
of flesh, as any excessive demands 
which result in marginal operations 
will discourage investment capital 
and result in a smaller tax return to 
the Government at a time when 
Uncle Sam needs every dollar of 
revenue to finance our huge debt. 
An inflationary spiral will result if 
business is allowed to pass along to 
the consumer wage increases which 
are above reasonable levels. 


Improving Labor Market 
The Labor market should be 


much easier within the next six 
months, by reason of further de- 
moblization of armed forces and 
the completion of the transition 
movement of people from war in- 
dustries to their former peacetime 
pursuits. Labor leaders and work- 
ers should never lose sight of the 
world old fact of economic life, that 
nothing but work makes wealth— 
real wealth. The more real work 
that is done effectively, and effi- 
ciently, the more real wealth is 
created to be divided among all of 
us. This takes the form of radios, 
houses, clothes, automobiles, food 
etc. We cannot create wealth like 
a magician pulling a rabbit out of a 
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hat, nor will all the Townsend 
Plans, Dollar Devaluation or Full 
Employment Bills produce it. I am 
sure that every far-sighted busi- 
ness executive is willing to grant 
labor any wage increase commen- 
surate with a productive increase to 
absorb this additional cost, so that 
business will not be compelled to 
pass it along to the consumer in 
higher prices. 


Will business be good or bad for 
the next few years? Professor 
James J. O’Leary, of Wesleyan 
University, in a recent talk, brought 
to light the following factors as 
the basis for business expecting a 
period of good days over the next 
five to seven years: 


1. The composition of our popu- 
lation is undergoing a _ radical 
change. It is growing old, because 
our birth rate is declining and our 
death rate of people in early or 
middle life is also declining. The 
number of persons 65 years or 
older will rise in the next 50 years 
from 10 million to 21 million. Older 
people spend their money. They do 
not add to insurance, saving; unlike 
younger people they are spenders, 
not savers. 


2. The accumulation of huge 
liquid war savings: These are esti- 
mated at $165 Billion, and of this 
staggering figure, 50 Billion is now 
held by individuals—most of it by 
those earning less than $5,000 a 
year. With this huge amount as a 
nest egg, these people will be dis- 
posed to spend a high percentage 
of current earnings for consump- 
tion. High level living habits will 
tend to become a permanent part 
of American life. 


3. Consumer debts during the 
war years were liquidated from 
91% Billions to less than 5 Billions 
in 1944. This leaves plenty of room 
to expand consumer credit. 


4. The introduction of new prod- 
ucts and the appeal of new ways to 
spend money will get a greater per- 
centage of the earned dollar. The 
radio and advertising will be impor- 
tant media for progressive busi- 
ness organizations to study in con- 
nection with their distribution plans. 


5. Shift in population will stimu- 
late sales volume. The War forced 
more than 4 million people to 
migrate to the cities since 1940. 





The Bureau of Labor Statistics 
shows that city people save half as 
much as farm people; the city is 
conducive to higher living and 
greater spending. 


6. Our new tax policies, eliminat- 
ing over 12 million from the tax 
rolls in 1946 are designed to en- 
courage a high level of consump- 
tion in order to promote full em- 
ployment. 


7. Our Government deficit financ- 
ing, which has been with us since 
1933 and will have to be continued 
until production reaches the level 
to employ 55 million persons and 
reaches total gross products of 170 
Billion, will force low interest rates. 

This policy will discourage some 
saving and raise consumption, par- 
ticularly among the upper income 
groups. 


Money Is Abundant 


Money is the cheapest and most 
accessible commodity which we 
have in America today. An over- 
all analysis of the September 30, 
1945, balance sheets of the leading 
banks of the country reflects that 
loans and bills purchased average 
about 25 percent of deposits, prov- 
ing that there is a tremendous 
reservoir of credit seeking invest- 
ment. 

This dearth of commercial bor- 
rowing through banking institu- 
tions and factoring concerns may 
be traced to the velocity turnover 
of inventories and the inability of 
management to employ more of its 
earnings in new plant equipment or 
replacement parts, which latter con- 
dition has had the effect of enhanc- 
ing working capital funds and re- 
sulting in an easier financing op- 
eration. 

A substantial amount of tem- 
porary working capital also has 
been supplied through the use of 
tax money by corporations during 
the year in which profits were 
earned, but which income was not 
subject to payment until the follow- 
ing year, and then the problem was 
cushioned further by virtue of the 
payments being on a _ quarterly 
basis. 

But all of this has not been ac- 
complished without some effect 
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upon business. Cash reserves have 
never been a major factor in the 
successful operations of any manu- 
facturing business. 

Sound management, even more 
than cash or collateral, is the strong- 
est security the supplier of credit or 
capital can have. 

Efficient, modernized machinery, 
capable management on the produc- 
tion end and a highly trained sales 
organization to handle the dis- 
tribution of the manufacturer’s 
product will always produce the 
earning power, which, in the final 
analysis will be the major criterion 
of lending agencies in passing upon 
the merits of an applicant for finan- 
cial aid. It would be a serious error 
for management to believe that it 
can compete by having cash in the 
bank and to use its prewar equip- 
ment if more up-to-date machinery 
is available. 

The job can be done without too 
much difficulty, provided the finan- 
cial executives adopt a liberal, for- 
ward-looking policy and come to 
the realization that some of the old 
yardsticks of credit, such as the an- 
tiquated two-to-one ratio, will have 
to be abandoned and more emphasis 
placed upon the human equation. 


Aid for Small Businesses 


Lenders of money must keep in 
mind constantly that our progress 
during the past twenty-five years 
is the result of the development and 
growth of small businesses into 
medium-sized ones, and from there 
into large enterprises. The men 
who control the purse strings of 
business have a job cut out for 
them which will be bigger than any 
they have handled before. On 
their shoulders will fall the respon- 
sibility of providing credit in the 
form of short term and interme- 
diate loans, as well as equity financ- 
ing to keep industry going, as in 
this manner only can be provided 
the necessary employment to avoid 
another depression. 

If we look at the picture from 
a broad point of view, we must turn 
aside from the conception that the 
amount of capital a man has is 
the criterion of his ability to pay 
his obligations. At one time or an- 
other, we have encountered the well- 
financed company which lacked 
managerial ability to operate profit- 


ably, despite its freedom from a 
financial problem. In the days 
ahead, we shall have to place more 
reliance on some of the things which 
have not yet found a place on the 
financial statement, such as char- 
acter, ability and the spiritual 
values that round out the final ap- 
praisal of every credit application. 
It is difficult to define them and re- 
duce them to actual measurement. 
Somehow they seem to evaporate 
into thin air. They are the intangi- 
bles of credit analysis, but we can- 
not deny that they weigh heavily 
in our final judgment. We must 
be prepared to augment our finan- 
cial facilities with an advisory ser- 
vice on business techniques and on 
the many new developments in 
business operations. 


Need for Modern Equipment 


The most modern equipment and 
the most efficient tools should be 
made available to business so that 
it may have the opportunity to in- 
crease production, reduce operating 
costs and, through the full use of 
technological information which 
has been accumulated during the 
war years, to be able to place in 
the hands of the consumer the 
finest products that can be made 
at the lowest prices for which they 
can be sold. 


During the war years, business 
has become more complex. Even 
the corner delicatessen store has 
problems that it did not have be- 
fore the war. All business is con- 
fronted with regulations and con- 
trols, including inventory restric- 
tions, rationing, OPA pricing, 
social security, pay as you go, pay- 
roll deductions, etc. Quality has 
been reduced in certain types of 
merchandise and erstaz material 


has found its way to the retailer’s 
shelf. 


Change-overs in business have 
been numerous, from corporations 
to partnerships and from partner- 
ships to corporations. As our 
change to civilian production is ac- 
celerated we will find many new en- 
terprises coming into the business 
picture. In fact, for the first time 
since 1942 new business ventures 
exceed bankruptcies and suspen- 
sions. 

The Commerce Department esti- 
mates a net increase of 300 thou- 
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sand establishments in the United 
States during 1945. About 56 per 
cent of these are in the retail field. 
The net loss of business units be- 
tween 1940 and 1944 was 500 thou- 
sand. 


Many New Retail Firms 


A representative of one industry 
.in this city, the food dealers selling 
grocery stores, told me a few weeks 
ago that an average of 50 new 
firms was springing up in the retail 
grocery business every day in the 
week from Boston to Philadelphia. 
This includes new ventures and 
transfers of ownership by old con- 
cerns. Other industries catering to 
the retail and wholesale fields report 
pressure of new people, particularly 
discharged veterans wanting to get 
into business. This is bound to have 
a reaction in time, as competition 
becomes keener, starting in the 
lower levels and reaching up in the 
wholesale and manufacturing fields 
eventually. 

I cannot offer you any encour- 
agement regarding increased in- 
solvencies for at least several years. 
I feel cértain that it will be more 
difficult to adjust involved cases 
across the conference table and 
that in the future we shall have to 
seek more assistance of the courts 
under Chapters 10 and 11, and by 
Assignments. The administration 
of involved business in the future 
will be affected by undisclosed in- 
come tax liabilities. We must re- 
member that during the war years 
many businesses did not have their 
books audited by Government, 
State and City authorities and when 
insolvency occurs, the estate may 
be confronted with unusually large 
assessments which will have a 
priority status. 

OPA violation penalties were not 
eliminated by the end of the war, 
nor will they be eliminated by the 
end of the act, because Congress 
passed a special amendment to the 
emergency price control act in 1942, 
permitting the Government to bring 
actions for violations at any time 
after the act expires. The present 
act permits the Government to go 
back only one year and this will 
probably also apply even after the 
OPA is eliminated. Other types of 
violation may come to light in in- 


(Continued on page 18) 


15 








TRENDS AFFECTING CREDITS 





An Analysis of the Situation in Resnil Outlets 


dicted by prominent econo- 

mists and columnists that a 

sudden end to the Japanese 
phase of the war’ would create a 
chaotic condition in business and 
industry. Perhaps it is too early to 
sit back and relax with a deep sigh 
of relief, but up to this time the ma- 
chinery of industry and finance 
continue to function smoothly and 
competently and in a way to justify 
our looking forward to the future 
with confidence. On the other hand, 
it would be a mistake to allow our- 
selves to be lulled into partial or 
complete security by the trend of 
events to this time. According to 
facts of history a “pay-off” has fol- 
lowed every important war. There 
is hardly any reason for us to be- 
lieve that this biggest of all wars 
will not have its day of reckoning. 

The world, and this nation in par- 
ticular, was converted to all out 
war. Our industries were working 
100% in creating instruments which 
have no place in our peace time 
activities, instruments of destruc- 
tion and destruction only. During 
this period the United States will 
have accumulated a national debt 
which will run close to three hun- 
dred billion dollars. Even the most 
optimistic among us cannot con- 
vince ourselves that our economy 
can absorb in its stride this tremen- 
. dous obligation. 

We, as credit men and credit 
women, must endeavor to objectively 
anticipate the trend of coming 
events. My crystal ball refuses to 
tell me a thing for sure, but I am 
quite convinced, in my own mind at 
least, that the credit prospects are 
indeed most precarious and that the 
future in this connection is most 
uncertain and most unpredictable. 


= Prior to VJ Day it was pre- 
* 
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.———____ 
by R. L. SEAMAN 


Treasurer 
THE FLORSHEIM SHOE COMPANY 
CHICAGO 


In presenting this address be- 
fore the Chicago Credit Men, 
Mr. Seaman said: 

“My subject tonight is sup- 
posed to deal with credit pros- 
pects as related to retail mer- 
chants. The time is not sufficient 


to permit of any minute explora- 


tion of this subject, but I will try 
to hit upon the high spots in 
some reasonable detail—asking 
you to bear in mind that such 
opinions as are expressed are my 
own personal ones and do not 
necessarily reflect the conclu- 
sions of my company or of the 
Chicago Association of Credit 
Men of which I am an officer.” 


=. 


The “Experts” Disagree 


The same experts who have been 
trying to call the turn during these 
past emergency years and who in 
most cases failed completely have 
widely divergent opinions as to 
what is ahead. Most of you have ob- 
served that they refuse to get them- 
selves out on a limb. They take 
both sides so that whatever happens 
they cannot be wrong! 

The consensus of these opinions 
seem to agree that for the next three 
to six months the trend of business 
will be downward. Then for three 
or four months a levelling off at the 
low point. This to be followed by a 


“steady upward movement of three 


to five years of reasonably good 
business. All of this makes good 
reading, but you dare not regulate 
your activities on the basis of this 
collective conclusion because it may 
not be the correct answer. 


No one can add up the various 
pros and cons which enter into the 
picture and establish a pattern by 
which to guide his future activities 
with complete certainty. What we 
can do, however, is take an inven- 
tory of the present and come to 
some fair and reasonable conclusions 
on the basis of certain definite 
things that we know for sure will 
take place. 

Here is the picture. Please note 
that there are bound to be sdme 
exceptions because this is a general 
and not a specific subject. 

Stocks are low. Money is in free 
supply. Indebtedness is at a record 
low point. Business has been ex- 
ceedingly good and profits have 
been large. The principal problem 
is the shortage of replacements to 
permit a continuation of the current 
volume. 


More Supplies on the Way 


This is a quick and rather general 
picture, but by and large that is the 
situation. How will this scene be 
affected by the events in the im- 
mediate future? Consumer’s goods 
of every type and kind will soon be 
flowing into supply channels in ever 
increasing and unprecedented quan- 
tities. In many lines orders are be- 
ing accepted without limit for 
prompt delivery. At the most it will 
not take more than a few months. 
to change what has been essentially 
a complete and absolute seller’s mar- 
ket into a buyer’s market. The 
strain to dispose of our tremendous 
production will be immense and 
while it may take some little time 
for certain consumer’s hard goods: 
to reach the market ih large quan- 
tities the selling pressure will be at 
hand surprisingly soon. 

During the war retailers, for the 
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most part, operated according to the . 


mythical rule book which in sub- 
stance says, “a maximum of sales 
accompanied by a minimum of in- 
ventory creates rapid turn over, 
lessens depreciation and results in 
a maximum of profit.” Bear in mind 
please that by force of necessity and 
not by choice or education our re- 
tail friends have observed these 
rules. Again, by force of circum- 
stances and not because of any par- 
ticular skill and industry substantial 
earnings and reserves have been 
acumulated. With all production 
restrictions removed and salesmen 
on the march to really sell and not 
just take orders, with pent up con- 
sumer’s savings and demand to en- 
courage them how many of your 
accounts and mine will retain the 
technique which they have been 
obliged to pursue? How many, on 
the other hand, will go back to the 
old formula of heavy inventories, 
mounting indebtedness and rising 
depreciation, losses. 


Competition to be Keen 


Competition in the days to come 
will be keener than at any time in 
business history. I doubt that there 
is a single firm represented here 
tonight which has not had _ scores 
and perhaps hundreds of inquiries 
concerning locations for new retail 
establishments. It is true that the 
prospects point toward a tremendous 
amount of buying by the consum- 
ing public. Personally I cannot see 
how anything can or will interefere 
with this activity. 

It is the old story of the endless 
chain—more buying more employ- 
ment—more employment more buy- 
ing—and so on and on and on. 
Nevertheless, added competition in 
retail business by returing veterans 
and others, including many man- 
ufacturers who also want to get in 
on the “kill,” and the scientific 
competition of the well organized, 
efficiently operated chains will face 
the credit world with many acute 
problems come what may, as re- 
gards to the potential: boom which 
so many rely upon to carry us 
through the aftermath of the war. 

A combination of circumstances, 
that is the availability of supplies 
in almost unlimited quantities, is 
expected at a time when the trend 


of business will be downward. Yet, 
his desire to corral his share of the 
consumer’s dollar will encourage 
all but the most conservative mer- 
chants to go on a buying spree. 

I firmly believe that — financial 
statements of December 31, 1946 
will be so completely changed from 
those of December 31, 1944 and 
1945 that the transformation will be 
just as remarkable as the state- 
ments of the past several years 
against those of prewar days. 


The Picture to be Reversed 


The present picture of high cash 
balances, low inventories is bound 
to be reversed. Cash will diminish, 
inventories will go up, and while a 
run-away inflation, thanks to gov- 
ernment controls, is not in pros- 
pect, the retailer’s problem is going 
to be in the direction of securing 
adequate volume at living profit 
margins. 

It doesn’t make any difference 
how much money the country makes 
as a whole ;—whether our national 
income is one hundred forty billion 
dollars, one hundred sixty billion 
dollars, or two hundred billion 
dollars does not solve the retailer’s 
problem unless he can get his share 
and at a profit. The survival of the 
retailer, by and large, is going to 
require the maximum in merchan- 
dising skill and management and 
don’t you forget it for a moment. 


Regardless of the surge of con- 
sumer spending each dollar of vol- 
ume must bring the proper per- 
centage of profit or it doesn’t mean 
anything. 

You can throw out 1942 to 1945 
inclusive as a standard in measuring 
the management skill of your ac- 
counts. The problems which they 
will face in the extremely compet- 
itive future are above and beyond 
anything in the past. 

Competition is going to require 
modernization of store fronts and 
equipment, the revamping and ed- 
ucation of personnel, the concen- 
tration on personalized selling, the 
securing of merchandise of the 
right type and kind, including more 
of nationally known branded lines 
than ever in the past. 

Those who have failed to accu- 
mulate sufficient reserves for these 
physical improvements and do not 
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have the needed cash and skill to 
function in keeping with the re- 
quirements of the time are going 
to travel a rough road. 


A Job for Credit Men 


This is rather a sketchy outline 
of the retailer today and his pros- 
pects for the future. The question 
now back in our hand is what are 
we credit executives to do in guid- 
ing our credit responsibilities 
through safe channels during the 
stress of coming events and, mind 
you, there will be a stress and a 
strain regardless of whether bus- 
iness is good or bad. I think that if 
you get that firmly fixed in your 
minds you will be better prepared 
than the men and women in credits 
who do not realize that credit prob- 
lems can be extremely complicated 
even in times of great business 
activity. 

This is what we can do—first, 
our credit policies must be strict and 
unbiased—mind you, I am speaking 
of the expediency of the present 
and of the immediate future. We 
may all go back to the days when 
terms instead of merchandise will 
be sold. When that time comes I am 
confident that our overall economy 
will be on a much more certain 
basis. During the interim, however, 
it behooves each one of us to avoid 
being caught short. You do not 
want your debtors to lean on you 
for their accommodations while 
they pay their ready money to some 
other firm. In short, let’s not hold 
the bag for the other fellow. Your 
terms should be strictly observed 
and it is up to you to work out a 
sure fire system, if you have not 
already done so, under which the 
attention of the credit executive is 
immediately called to the failure of 
any customer to discount, or to pay 
promptly on net terms. 

Second, you must keep yourself 
thoroughly informed as to the trend 
of business not alone in the nation 
as a whole, but in the various com- 
munities in particular where you 
have important investments in ac- 
counts receivable. 

Third, your credit records must 
be kept strictly current, and when 
your attention is brought to the 
failure of an account to discount or 
to pay punctually on net terms 
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your files should reveal the reason, 
or if they do not, it is your place 
to investigate and find out why the 
funds are not available. 


“Frozen” Working Capital 


Many well meaning merchants 
have withdrawn considerable sums 
from their businesses to invest in 
war bonds or other government 
securities which we all agree is 
safe and sound. However when the 
business needs the use of these 
funds, there is a reluctance to re- 
employ them. “Let the creditors 
carry the load,” they will say. That 
is where you come in and you must 
insist upon these funds being re- 
stored to working capital. 

Fourth, the accumulation of top 
heavy inventories must be guarded 
against. I have already covered 
that subject in part, and am merely 
emphasizing that overbuying and 
overselling are synonymous. One 
is as dangerous as the other and 
can be done by your firm and mine 
as well as by others. This may 
turn out to be a greater problem 
than we imagine at this time. Pro- 
duction is available, and the sales 
department is expected to distribute 
it. The credit department cannot 
and does not want to stop this pro- 
gression of effort, but neither can 
it relieve itself of the responsibility 
of finally converting accounts re- 
ceivable into cash. 

In summary, it is a definite and 
positive fact that business is either 
going to be good or it is going to 
be bad. Even the most famous of 
our professional analysists cannot 
improve on that statement as a fence 
straddling declaration. The point 
is, one way or the other you will 
still have your problems. If the 
future involves an extended depres- 
sion, whether it comes in a year or 
two or three from this time, it is 
the old story of heavy inventoriess, 
no cash, no nothing, just headaches. 


Volume without Profit, 
Meaningless 


If we go into a short or long 
boom which some predict, you will 
have the problem of profitable 
management. Dollar volume with- 
out dollar profits is meaningless. 

Competition is going to be keen. 
scientific and profuse. Look around 
in your own business, in your own 
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neighborhood. Have you noticed 
the numbers of electrical shops and 
radio stores springing up? Have 
you observed the large numbers of 
filling stations that are preparing 
to re-open and the new ones being 
established? Do you realize that 
some of these chain-owned filling 
stations operated by national pro- 
ducers of gasoline products and of 
tires will handle a great variety of 
items from gasoline to shoes, rub- 
bers and sporting goods. Several 
of the large tire and rubber compa- 
nies in particular are directly com- 
petitive to the small merchant. 
Whether or not the structure of 
these new businesses will collapse 
of its own weight is something you 
and I\ cannot predict. 

These fundamentals, however, 
should be included in your standard 
of credit requirements for new cus- 
tomers or for old; a, adequate capi- 
tal: b, proper experience and skill; 
c, regulation of expenses in keeping 
with capital and volume; d, com- 
petitive location and a demand in the 
locality for your type and kind of 
commodity. 

These are only a few of the es- 
sentials that all of us must keep in 
mind. While we in credit cannot 
overcome the problems of the future 
nor escape all of its pitfalls, if our 
minds as well as our eyes are open 
to the complications of our calling 
we should do all right in the long 
run. 





°4.6 a Record Year 
For Industry? 


(Continued from page 15) 


solvency proceedings, such as wage 
and hour and salary stabilization 
non-observances, which will cause 
further complications in a ministra- 
tion of estates. 

The carry-back provisions of the 
Revenue Act may alter the case of 
many insolvent companies and 
should not be overlooked by those 
who represent the interest of 
creditors as. a possible source of 
important revenue. The whole 
structure of business has become 
more complicated by reason of our 
wartime restrictions and Govern- 
ment regulations and this will place 
increased emphasis on the use of ac- 
countants in the case of em- 
barrassed debtors. 






I feel certain that as business re- 
sumes a more normal condition of 
operation, the usual amount of dis- 
putes over contracts, agreements 
and merchandise will result in col- 
lection and adjustment problems. 


“KNOW YOUR BUSINESS” 
is an apt slogan for the future, but 
you must also know more about the 
people you deal with and your own 
organization. 





New Horizons for 


Credit in 1946 
(Continued from page 6) 
After the first World Wag the 


mortality rate of business increased 
tremendously. Are we facing a 
similar situation at this time, es- 
pecially with those accounts well 
heeled in cash and with every temp- 
tation to buy? Financial statements 
show large cash balances but there 
are extensive liabilities against these 
balances in the form of tax obliga- 
tions and the contingencies of short 
stocks of goods. It is essential that 
you bring your credit files up to 
date in the analysis of company 
prospects in such a market. Com- 
plete understanding of each cus- 
tomer’s position is important, and 
you cannot afford at the expense of 
good business practice to place new 
and large accounts on the- books 
without weighing carefully the cus- 
tomer’s ability to pay when payment 
is due. Let’s not overlook the fun- 
damental principle in credit man- 
agement that from the company’s 
standpoint goods are not fully sold 
until the cash is in the till. 
Considerable is said these days 
about the earnings of business. 
After all, the one part of earnings 
that really amounts to anything is 
the net gain or increase in cash as 
compared with the previous year. 
You can’t eat plant facilities and you 
can’t eat most types of inventory. 
You can’t eat cash, to be sure, but 
it comes closest to the conversion 
process that will enable you to eat. 
It is only by having such facts in 
hand that you can develop a pro- 
gram which runs parallel with the 
company’s sales and marketing pro- 
gram. And it is by having these 
facts that you will be invited to 
participate in a discussion of sales 
policy, which always has a definite 
bearing on the granting of credit. 
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CONDITIONAL SALES CONTRACTS 


Second in a Series of Discussions of Secured Sales 


conditional sale a credit safe- 

guard is the fact that the 

seller by retaining title in the 
article or merchandise sold, can 
reposses the goods if they are not 
paid for. 

The most common type of con- 
ditional sale contemplates in the 
main that the purchaser is to have 
immediate possession of the article 
or articles sold, but title is not to 
pass to him until the purchase price 
is fully paid. The contract may pro- 
vide for the automatic passing of 
title upon payment of the final bal- 
ance. No prescribed form of lan- 
guage is necessary; any language 
which states the agreement to that 
effect, should suffice. There can be 
no objection to brief and simple 
phraseology to the effect that upon 
payment of the full amount of the 
purchase price, title shall vest im- 
mediately in the buyer. The con- 
tract may provide also that a bill of 
sale shall be executed by the seller 
when final payment has been made, 
but this practice is not commonly 
followed because it requires a fur- 
ther operation which is often a vex- 
ation to both parties, especially to 
the buyer when the seller neglects 
to complete the transaction. 


. The quality which makes the 
w 


Notes for the: Purchase Price 


Ingenious business men long ago 
fitted the conditional sale in with 
installment selling. This facilitated 
making ‘sales to customers not fi- 
nanciaily capable of purchasing 
goods on cash or on the usual short 
terms. Thus the purchase price can 
be spread over a comparatively ex- 
tended period of time in regular 
installments. The contract may pro- 
wide the amount of each’ installment 
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and the time due, or it may require 
the debtor to execute a series of 
notes for equal amounts to come 
due at regular intervals. 

National manufacturers distrib- 
uting products over the country 
tend to like the note method because 
the exact amount due is clearly 
evidenced by the: note, and the in- 
terest on each note is readily cal- 
culable. As these notes are fre- 
quently placed with banks for 
collection, it renders the job of col- 
lection easy, especially since a man 
is apt to heed a notice from a local 
bank more eagerly than otherwise. 


Courts Rule on Notes 


The question was formerly raised 
frequently in the courts whether the 
giving of notes was inconsistent 
with title retention. The courts held 
generally on this question, and it is 
now well established, that the giving 
of such notes under a contract re- 
serving title in the seller, will not 
affect the provision that the title is 
not to pass until payment of the full 
purchase price (or notes). The 
notes given under these title retain- 
ing conditional sales are not consid- 
ered payment or satisfaction of the 
debt but are merely evidence of the 
indebtedness. (See cases cited in 
92 American Law Reports 335). 


There is no objection legally to 
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providing in a conditional sale that 
upon failure of the buyer to meet an 
installment or a serial note as it be- 
comes due, the seller may at his op- 
tion declare all the unpaid install- 
ments (or notes), due immediately. 
This does not change the character 
of the transaction from a condi- 
tional sale to that of a mortgage 
(264 Mich. 298). While the pro- 
visions incorporated in the agree- 
ment may give the seller the right 
to repossess because of a default — 
without an acceleration provision, 
there may be some advantage (de- 
pending’ upon the remedies afforded 
in any state in question) in provid- 
ing for the acceleration. This hap- 
pens where the seller chooses to 
abandon his right to repossess and 
to sue for his money only. 


The use of a series of notes is 
considered objectionable by some 
firms because of the necessity of 
compelling the customer to sign his 
name too frequently. Sales. man- 
agers¥often declare that this prac- 
tice offers considerable sales re- 
sistance. Consequently a single note 
providing for installment payments 
may be preferable. A _ valuable 
article on a method for eliminating 
a multiplicity of notes in installment 
selling appeared in CREDIT AND 
FINANCIAL MANAGEMENT, April 
1944, written by Frank Griesinger, 
of Cleveland, Ohio. 


It may be added here that if the 
conditional sale agreement provides 
that upon default of the payment of 
one installment or serial note the re- 
mainder shall become due at once, it 
may not be necessary to include the 
acceleration provision in the note. 
However, as stated above, it may be 
prudent to do so in the event the 
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seller wishes to sue for his money 
and forego the rights to reposses- 
sion. 


Rights Reserved to the Seller 


Besides the title retention feature, 
the conditional sale may provide 
that the seller may retake the prop- 
erty, sell it at public or private sale 
and hold the purchaser for any de- 
ficiency still owing on the balance. 
This sort of provision will not be 
recogmized, however, in some states, 
on the ground that such transaction 
amounts to a chattel mortgage. The 
conditional sale is not necessarily 
invalidated because of its similarity 
to a chattel mortgage but becausé 
the statutes usually prescribe more 
exacting formalities in the form of 
a mortgage and requisite steps in 
the foreclosure proceedings, than in 
the case of a conditional sale. 

Generally the seller should stipu- 
late specifically the rights he wants 
to exercise in the case of default 
(provided the state in question per- 
mits the remedy), because in most 
states the tendency is to enforce the 
terms of the agreement, whatever 
they may be, but not terms not in- 
cluded. 

In some states the seller will have 
to take into account the “election of 
remedy” doctrine, a rather ancient 
rule that a seller under a condi- 
tional sale contract must elect either 
to repossess the property upon de- 
fault or sue for the money due. 
This means that he cannot retake 
the property and sue for any balance 
which the value of the pyAperty 
failed to reach. In-somé* of the 
“election of remedy’ states, the 
courts are willing to modify the rule 
where the contract outlines specific 
rights in the event of default. In 
any event a supplier who contem- 
plates, or is, doing business with 
customers by the title retention 
method, should ascertain the re- 
quirements in each state where the 
customers are located. 


Requirements in Each State 


Because conditional sales have al- 
ways been regarded in the nature of 
secret liens of which creditors were 
too often ignorant, most states 
found it essential to surround these 
transactions with various require- 
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ments of public notice. Often the 
remedies reserved by some sellers 
were so oppressive as to be virtually 
unconscionable, and some _ states 
passed legislation requiring certain 
equitable adjustments to be made by 
the seller before he could proceed 
with seizure. For example, if a 
purchaser has paid the major por- 
tion of the purchase price but can- 
not complete the payments on an 
article, it is inequitable for the seller 
to retain all the payments and re- 
possess the article too. Some states 
have passed refund statutes to pro- 
tect the purchaser. 


The statutory regulations are not 
concerned generallly with the word- 
ing or drafting of a sales agree- 
ment (although note such excep- 
tions as Maryland and Massachu- 
setts). They prescribe the formali- 
ties which must be added to or after 
the contract and cover the following 
matters : 


1. The signatures necessary. 


2. Acknowledgement by the buy- 
er, seller, or buyer and seller, 
usually under oath. 


3. Affidavits (and by whom). 
4. Witnesses. 


5. The filing or recording re- 
quirements and the fees for 
same. 

It is not enough either to consider 
only statutory requirements; care 
should be exercised with respect to 
the judicial interpretations of condi- 
tional sales and the rights of the 
parties thereto. These judicial de- 
cisifns become especially important 
with respect to how far the seller 
may go to indemnify himself in the 
event of default. And the seller 
must often secure himself with 
suitable provisions in the contract 
to the end that he take advantage of 
every remedy offered to him. 


Drafting of the Agreement 


A mere reservation of title will 
give the seller the one universal 
remedy everywhere of repossessing 
the property upon default. This 
right stems from the simple prin- 
ciple that the seller never parts with 
title until the buyer performs the 
conditions of the agreement. And 
the buyer is held to consent to the 
retaking of the’ property by-the very 
form of the title retention contract. 





But a naked reservation of title 
without adding any other rights 
might limit the seller to this one 
remedy. Therefore as it has already 
been suggested a seller should in- 
clude as many rights as possible in 
the contract, provided the enforce- 
ment of such rights is not in viola- 
tion of the laws of the state where 
the contract is in force. 

Even the right to repossession 
may be subject to qualifications in 
certain states. In some states the 
repossession must be consummated 
through to a public sale of the prop- 
erty, and we have already referred 
to those states which require a re- 
fund of a portion of the money al- 
ready paid by the buyer before the 
right of repossession accrues. 

A seller cannot use force or 
breach the peace if the buyer refuses 
to give up the property. The courts 
hold that a seller has no right to 
break and enter the premises of the 
buyer to repossess the property. 

226 Mich. 594—36 A. L. R. 850 


Though it has been held that a 
contract can be drawn so as to give 
the seller the right to enter the 
premises of the vendee and retake 
the property without rendering him 
liable for trespass. 


39 Md. 592 
32 App. D. C. 90 
But even under such privilege the 
seller takes a risk in a forcible re- 
taking. 
65 Pa. Superior 195 


When a debtor has defaulted in 
the payments and the prospects of 
completing them are improbable, the 
seller’s first strategy should lie in 
attempting to persuade the buyer to 
yield up the property amicably. Fail- 
ing this he must resort to legal ac- 
tion, usually by replevin or fore- 
closure proceedings in equity. In 
replevin actions a bond for twice 
the value of the property is required 
and a hearing is necessary for the 
vendor to prove his title. In a fore- 
closure proceeding the seller may 
ask for possession; he may allow 
possession of the property to re- - 
main with the buyer until the ques- 
tion of title is determined; fe may 
ask for a sale of the property and a 
deficiency judgment in addition (if 
this remedy is available in the state 
in question) ; and he may obtain au- 
thority from court to bid in the 
property himself. 
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The conditional sale may offer 
certain advantages over chattel 
mortgages in many of the states. 
Usually relief is accomplished more 
easily because of less red-tape both 
as to formalities in execution and 
the steps requisite in foreclosure 
proceedings. It comes much more 
convenient to walk in and pick up 
an article than to have to advertise, 
give notice, observe a mortgagor’s 
right of redemption, and hold pub- 
lic sale. Yet many states have im- 
posed virtually as many prerequi- 
sites on conditional sale vendors. 
Only by referring to any state in 
particular will these questions be 
answered satisfactorily (these mat- 
ters are summarized briefly below 
according to each state). 

Undoubtedly in states observing 
the election of remedy doctrine, 
chattel mortgages constitute the 
better form of transaction. Never- 
theless the word “mortgage” car- 
ries an odious connotation ; the term 
“conditional sale’ makes a more 
pleasant and insinuating expression. 
Prospective buyers who despise the 
thought of becoming involved in a 
mortgage, do not hesitate to enter 
into a conditional sale contract. 


What to Look for in Each State 


ALABAMA: To be good against a pur- 
chaser of the buyer, mortgagee of the 
buyer, landlord of the buyer with a lien, 
and judgment creditor of the buyer, the 
conditional sale contract must be in writ- 
ing. It must be recorded in the office 
of the judge of probate where buyer 
resides; also in the county where prop- 
erty is delivered. If property is removed 
to another county before it is paid it 
must within 3 months be recorded in the 
new county. 


This state holds that conditional sales 
do not need to be recorded as between 
the parties. The recording is required 
only as against third parties’ claims. 

See Acts of Legislature #574 of 
1943 as to excusing certain contracts of 
less than $200 from recording. 


These contracts should be acknowl- 
edged before a notary public or other 
authorized official. See Ala. Code Title 
47, Sec. 30 for individual form and cor- 
porate form of acknowledgment. If 
acknowledged the contract need not be 
proved by witnesses. (Ala. Code Sec. 
24, 104, 132). 

When the contract is fully paid pur- 
chaser may require satisfaction noted on 
margin of recorded instrument. 

This state observes the “election of 
remedy” doctrine but its courts are now 
holding that the parties may contract as 
they see fit and a conditional sale con- 


tract is valid which gives the vendor 
right to possess, sell the goods and hold 
vendee for the deficiency. 22 Ala. App. 
465. 


Where seizure by law is necessary, 

detinue is the appropriate action. This 
requires a bond as in replevin. See Code 
of Alabama, 1940, Title 7, Secs. 918 
sqq. 
ARIZONA: This state has a Uniform 
Conditional Sales Act. Several of the 
states have passed similar Acts; the 
essential features will be outlined here 
and will not be repeated (except in the 
case of any departures from the uni- 
formity) and reference will be made to 
Arizona when each state having a uni- 
form Act is taken up. 

A conditional sale in Arizona is valid 
as to all persons except any purchaser 
from, or creditor of the buyer unless the 
following requirements are observed: 


The contract, or a copy, must be filed 
with the county recorder in the county 
in which the goods are first kept for 
use by the buyer after the sale. It must 
be filed within 10 days after the sale. 
The contract need not be acknowledged. 

A special set of requlations govern the 
sale of fixtures under conditional sales 
contracts. They fall into 3 categories: 


(1) ‘where fixtures cannot be removed 
without material injury, they cannot be 
removed except as to any party who has 
assented to the title-retention provision; 


(2) where they can be removed without - 


material injury, they may be removed 
as against a subsequent purchaser of the 
realty provided the contract, or copy, 
and a statement signed by the seller 
briefly describing the realty and stating 
that the goods are, or are to be, affixed 
thereto, are filed before the purchase, in 
the office where a deed to the realty 
would be filed; (3) where they can be 
removed without material injury, they 
can be removed as against the owner (as 
distinguished from the occupant of the 
premises who is the buyer) provided the 
contract and statement are recorded (as 
above in 2) before the goods are affixed. 


The filing of a conditional sale is good 
for 3 years but it may be extended for 
an additional year by refiling the original 
contract, or copy, within 60 days of the 
expiration of the 3 years, with a state- 
ment signed by the seller showing the 
contract to be in force and the amount 
remaining to be paid. 

Cancellation upon payment in full must 
be made by putting a release on file or 
noting release on the margin of the in- 
strument. 


The buyer may remove the goods, sell 
or mortgage his interest upon giving 
notice and information respecting the 
transaction within certain number of 
days. (See Arizona Code 52-610). 

The remedies of the seller are set 
forth in the Act. These remedies are 
absolute by law whether they are set 
forth in the contract. The seller cannot 
add remedies, however, not provided in 
the statute. The seller may repossess 
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upon default, but he must not more than 
40, and not less than 20, days prior to 
retaking, serve the buyer with notice 
(either personally or by registered mail) 
of his intention to retake. The notice 
must state the default and the period 
before which the goods will be retaken, 
and the buyer’s rights if they are re- 
taken. Or in lieu of this notice, the 
seller may take the goods and. retain them 
for 10 days, during which time the buyer 
may redeem them by paying the amount 
due, plus expenses of retaking, keeping 
and storing. Upon demand from buyer, 
the seller must furnish a statement of 
these items. The buyer may also pay up 
and keep the goods in the event of the 
statutory notice. Giving the notice is of 
some advantage to the seller in that he 
need not go to the extra expense of 
retaking and storing the goods during 
the redemption period. 

If the buyer does not redeem within 
the 10 days and he has paid at least 
50 per cent of the purchase price, the 
seller must have a public auction to be 
held not more than 30 days after retak- 
ing, and give buyer not less than 10 days 
notice, either personally or by registered 
mail; and he must post notice of the 
sale in 3 public places at least 5 days 
before the sale. If $500 or more has 
been paid, the seller must also give notice 
in a newspaper in the district. The seller 
may bid in the goods at the resale. If 
the buyer has not paid at least 50 per cent 
the seller need not resell the goods unless 
the buyer demands it in writing. The 
seller, may, however, resell voluntarily. 


The proceeds of the sale shall be ap- 
plied to the payment of the expenses 
of the sale, retaking, keeping and storing, 
and to the satisfaction of the balance; 
and further balance, if any shall be paid 
to the buyer. 


If the proceeds are insufficient to take 
care of the balance due, the seller may 
recover the deficiency from the buyer, or 
from any one who has succeeded to the 
buyer’s obligations. 

Where no resale is necessary tne seller 
may retain the goods as his own property 
without obligation to account to buyer. 
In this event, however, buyer is dis- 
charged from all obligations. The elec- 
tion of remedy doctrine is observed to 
this extent: if the seller has attached the 
goods, or levied upon them, he cannot 
repossess them. He may sue the buyer, 
and even obtain judgment and still pro- 


ceed with retaking. 


The seller must not make any agree- 
ment with the buyer in which the latter 
waives the benefit of any of these pro- 
visions. 


After delivery of the goods, the Act 
provides that the risk of injury or loss 
rests upon the buyer. 

See Arizona Code 52-602 to 619 for 
detailed provisions of the Act. 
ARKANSAS: There are no filing or 
recording requirements for conditional 
sales except in the case of railroad or 
street railway equipment or rolling stock. 
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See Pope’s Digest of Arkansas Statutes 
Sec. 11116. 


This state observes the election of 
remedy doctrine so rigidly that it will 
not avail a seller to provide that aiter 
repossession he may sell the goods, apply 
the proceeds to the debt and sue for the 
balance. 91 Ark. 319; 184 Ark. 777; 
188 Ark. 1139. 


After a judgment for the purchase 
price, the buyer ‘may redeem by paying 
the balance due and costs within 10 days. 
See Pope’s. Digest of the Statutes of Ark. 
(1937) Sec. 11388; 184 Ark. 777. 


CALIFORNIA: Recordation of condi- 
tional sales contracts is required only in 
the cases of live stock and other animate 
chattels, feeder agreements covering 
same, and contracts of equipment and 
machinery used or to be used for min- 
ing and drilling purposes. Such contracts 
must be acknowledged er proved (by 
witness) and certified, and recorded within 
20 days after execution in the office of 
the recorder of the county where the 
buyer resides. The contract for mining 
or oil drilling equipment and machinery 
must also be recorded in every county 
where the property is situated. This 
recordation makes the contract valid 
against bonafide purchasers, encum- 
brancers, and those having no actual 
knowledge of the contract who become 
creditors of the buyer. 

The recordation is valid for a period 
of four years from the last fecording 
or re-recording. The contract must also 
be recorded within 30 days in the county 
to which the property may be removed. 


The courts in California generally hold 
that the seller must pursue one or the 
other remedy—either repossess or sue. 
Nevertheless it has been held that a 
seller my repossess for the purpose of 
selling the property under a contract giv- 
ing the seller the right to repossess, sell 
the property, credit the proceeds as pay- 
ment on the contract, and sue for the 
balance remaining. 143 Cal. 436. 


Conditional sales vendors should draw 
their California contracts accordingly. 


COLORADO: This state by its statutes 
and decisions consideres title retaining 
contracts as chattel mortgages. They 
must be acknowledged and recorded as 
required by the statutes governing chattel 
mortgages. However, an exception exists 
in the case of conditional sales and leases 
of railroad equipment and rolling stock. 
As to requirements for execution and fil- 
ing, see Colo, Statutes Annotated Ch. 139, 
Secs. 92, 93, 94. 

Reference should be made to the article 
following on chattel mortgages for this 
state. 

CONNECTICUT: All conditional sales 
of personal property to be good against 
creditors of the vendee (except house- 
hold furniture, musical instruments, 
phonographs or phonograph _ supplies, 
radios, bicycles or property exempt from 
attachment and execution) must be 
in writing, acknowledged, and filed in the 


town clerk’s office in the town where ~ 
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the vendee resides. Gen. Statutes Conn. 
Chap. 233. Secs. 4697-4699. 

See Sec. 4702 for form of acknowledge- 
ment which should be executed by both 
parties. 

If only reservation of title is provided 
the vendor may not retake and at the 
same time recover the purchase price, 
but the contract may provide for re- 
possession, sale of the property, credit- 
ing proceeds and rendering vendee liable. 
Of course the vendor must proceed with 
the sale; he cannot merely retain them 
and sue. 117 Conn. 251. 


DELAWARE: To be good against 
creditors or purchasers of the buyer, a 
conditional sale in this state must be 
filed in the office of the Recorder of 
Deeds in the county in which the goods 
are first kept for the use of the buyer 
after the sale and within 10 days. Ex- 
cept for contracts covering railroad or 
railway equipment, a conditional sales 
contract need not be acknowledged or 
attested to entitle it to filing. 

The filing is good for three years but 
it may be refiled for successive periods 
of one year if filing is done within 30 
days of expiration. 

Cancellation must be entered for filing 
with the filing officer upon full perform- 
ance by buyer. 

Delaware has adopted the uniform Act 
provisions with reference to fixtures; 
hence reference may be made to the state 
of Arizona for these provisions. 

See Revised Code of Delaware 1935, 
Chap. 173, Secs. 1-29. Code sections 
5951-5979. 

As to a seller’s remedies, they are em- 
bodied in similar language to the uni- 
form Act (as in Arizona). Delaware, 
however, requires a vendor to pay any 
rent or storage due on the goods, and if 
the goods cannot be retaken without 
breach of peace, legal process mut be 
employed. 


DISTRICT OF COLUMBIA: A con- 
ditional sale to be good against third 


‘ persons, including purchasers and then 


existing creditors must be recorded or 
filed with the Recorder of Deeds for the 
District, when the purchase price ex- 
ceeds $100. It must be acknowledged. 
Dist. of Col. Code-title 41-101 to 103. 

For form of acknowledgment see Title 
45-402. 

A vendor in the District of Columbia 
is technically bound by an election of 
remedy if he retakes. But as a practical 
and equitable matter he may maintain a 
bill in equity to subject the goods to the 
satisfaction of his equitable lien and be 
entitled to a money decree against the 
vendee for any deficiency. 44 App. D. C. 
40. There is therefore slight difference 
between a conditional sale and chattel 
mortgage but the courts do not compel 
sellers to resort to mortgages if they 
prefer conditional sales. ; 
FLORIDA: Conditional sales to be 
good against purchasers and creditors of 
the buyer are to be recorded with the 


circuit court clerks. Florida Statutes 
28.22. 





Conditional sales of livestock must be 
recorded and indexed in the county where 
the livestock is located. Florida Statutes 
699.07. 

They should be acknowledged (or 
proven before a subscribing witness) and 
care must be exercised to take the 
acknowledgement of a married woman 
separately and in accordance with Florida 
Statutes 693.03 and 694.04. 


This state observes the election of 
remedy doctrine but the supreme court 
has held that if the vendor comes into 
equity claiming the reservation of title 
as a lien for security he may have a de- 
cree for a sale of the property and also 
for any deficiency. 91 Fla. 714. 


GEORGIA: Conditional sales to be 
good against third parties must be in 
writing, acknowledged and recorded with- 
in 30 days in the office of Clerk of 
Superior Court. Code of Georgia 67-1401 
to 1403. 


The contract is valid for 7 years but 
may be renewed for 5-year periods by 
refiling affidavit. Cancellation must be 
recorded. 


The courts hold a peculiar view here; 
if the vendor retakes it amounts to a 
recission of the contract and therefore 
no further action to sue is possible. 154 
Ga. 97. And consistently the vendee is 
entitled to his money back less a reason- 
able compensation for use and damages. 
The seller cannot even though the con- 
tract provides for retaking, selling and 
holding vendee liable for balance, pro- 
ceed with an action of trover and then 
go forward with these steps. 178 Ga. 
643. 


But it has been held in this state that 
a contract which sets forth these steps 
will entitle the vendor to the same kind 
of relief as affored to holders of chattel 
mortgages. 37 Ga. 767. 


IDAHO: As against purchasers and 
encumbrancers (creditors evidently must 
be attaching creditors) the contract 
must be in writing acknowledged by vendee, 
and the original or copy filed with the 
County recorder of the county where the 
property is located at time of filing. 

It may also be thereafter filed with the 
Secretary of State and this will have the 
force and effect of the contract being 
filed in each county in the state. 

The filing is good for three years but 
filing affidavit renews for three years. 

Conditional sales of household goods 
and furniture, musical instruments, farm 
implements, nor where the consideration 
amounts to less than $100 need not be 
so filed. 

For form of acknowledgements sec 
Idaho ‘Code 54-709,710. 

For requirements generally see Code 
62-801 saqq. 

If the contract provides only for a 
reservation of title the vendor must make 
an election. 32 Ida. 566. But the courts 
hold that the parties may express their 
agreement as they please and such in- 
tentions will be carried out. 41 Ida. 155. 


(Continued on page 34) 
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CREDIT ASPECTS OF INSURANCE 


Questions and Answers Presented at New York Forum 


tee of the New York Credit 

Ww Men’s Association recently 
held a Forum on Insurance as it 
Applies to Credit. This Forum was 
the result of a growing interest by 
Credit Executives in proper insur- 


: The Public Meetings Commit- 


ance protection for their own firms - 


and also in proper insurance protec- 
tion carried by their larger cus- 
tomers. The New York Forum 
was conducted on a Question and 
Answer basis. The questions were 
sent in advance by Credit Execu- 
tives and the answers were sup- 
plied at the Forum by a panel of 
insurance experts provided for the 
occasion. 

The Insurance Industry commit- 
tee cooperated with the Public 
Meetings Committee in arranging 
the details for this Forum. Chair- 
man A. J. Mills of the-Public Meet- 
ings Committee in opening the 
Forum said: 

“For some time many of our 
members have suggested that we 
afford them the opportunity of 
learning something about the in- 
tricacies of the various phases of 
insurance. In answer to these re- 
quests, the Public Meetings Com- 
mittee, the Insurance Committee, 
and the Insurance Industry Group, 
of the New York Credit Men’s As- 
sociation have cooperated in pre- 
senting this Forum to you. 

“IT am sure that George M. 
Nixon, chairman of the Insurance 
Committee of the New York Credit 
Men’s Association, will join with 
me in gratefully acknowledging the 
splendid work that has been done 
by the Insurance Industry Group in 
presenting this Forum, under the 
leadership of its Chairman, A. L. 
Carr. This program was planned 
and prepared entirely by that group.” 


LSS aaa 
The Panel of Experts 


Samuel Romolo, Manager 
Burglary & Inland Marine De- 
partments, National Surety 
Corporation. 

Richard H. Tillotson, Assis- 
tant Manager, New York Of- 
fice, American Surety Com- 


pany. 

Paul N. Farley, Assistant 
Resident Manager, London 
Guarantee & Accident Co. of 
N. Y. 

Nicolaus Lewsen, Supervis- 
or Fidelity Bond Department, 
U. S. Fidelity & Guaranty Co. 

W. L. Falk, Manager Spe- 
cial Department Royal Liver- 
pool Group. — 

S. Dwight Parker, Resident 
Vice President, Springfield 
Fire & Marine Ins. Co. 

Stuart Monroe, Agency As- 
sistant, Equitable Life Insur- 
ance Co. 

Ashby Taylor, Manager New 
York Office, Fidelity a De- 
posit of Maryland. 

Prentiss Reed, General Ad- 


juster. 


Oe 


The chairman of the panel of 
experts was Rex Flemming of the 
Stone & Webster Engineering Cor- 
poration. Mr. Flemming is a recog- 
nized authority on insurance, from 
a buyer’s viewpoint and presented 
the questions and named the experts 
to give replies. 

The panel of experts are named 
in the box on this page. 

From a stenotypist’s report of the 
Questions and Answers we present 
the following rather complete sum- 
mary, as it is thought many credit 
executives will be able to obtain 


valuable information and probable 
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answers to questions on insurance 
which have arisen in their work. So 
here are the Questions and Answers 
as given by the assigned expert: 


How Much Insurance 

QUESTION: Is it wise to play 
safe and overvalue assets for insur- 
ance purposes, so that in the. event 
of loss you will be sure to collect 
the full amount of your loss? 

ANSWER BY MR. FALK: 
The answer to that question is 
simply this: If there is any doubt 
about the value of property, it is, of 
course, advisable to “play safe” and 
carry ample insurance to cover re- 
placement cost less depreciation, if 
any. To skimp on insurance where 
the true value has not been ascer- 
tained would be unwise in that. even 
on partial losses with the 80 per cent 
or higher Coinsurance Clause, the 
insured would be obliged to con- 
tribute in the event of insufficient 
insurance. Obviously, guesswork 
should be eliminated in matters of 
this kind and the true value obtained 
so that sufficient but not over-insur- 
ance may be carried. 

CHAIRMAN FLEMMING: I 
think Mr. Falk’s answer may be 
concisely put, that if you chisel or 
ace careless in values, you are not 
going to collect your loss. 

The next question is addressed to 
Mr. Parker and has to do with Ma- 
rine Insurance, but really with In- 
land Marine Insurance. The ques- 
tion is: 


Inland Marine Policies 
QUESTION: The term “marine 
insurance’ is usually associated 
with water. Therefore, just what is 
inland marine insurance? Can it 
be explained briefly? 
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ANSWER BY MR. PARKER: 
It is a good question and I do not 
blame the questioner for being puz- 
zled about the term “inland ma- 
rine’ insurance. At first, marine 
insurance policies were issued to 
cover hulls and cargoes while water- 
borne. But later on with the de- 
velopment of commerce, shippers 
wanted to have their shipments of 
merchandise and other goods cov- 
ered all the way to destination. Let 
- us assume a shipment was coming 
across the Atlantic from London to 
New York but its destination was 
Buffalo. The shipper wanted cov- 
erage not only while waterborne but 
while in transit to buffalo and until 
delivered. That was really the ori- 
gin of inland marine insurance. As 
land transportation facilities devel- 
oped, such as the railroad, motor 
truck and airplane, it became evi- 
dent that there would be a large de- 
mand on the part of shippers to 
have such shipments covered. 


Ocean marine underwriters then 
took their ocean marine policies and 
amended them, extending them in 
such a way that they would cover 
the land movement as well. The 
insurance of such shipments then 
became known in the field of insur- 
ance as inland marine, as opposed 
to ocean marine. 


It was such a convenient vehicle 
for insurance that it soon became 
the fashion to cover all kinds of 
floating property under inland ma- 
rine forms, and by floating property 
I mean literally all kinds, even per- 
sonal effects such as personal jew- 
elry, furs, fine arts and goods in 
the process of transit to processors 
and while there until being returned. 
That was a development of inland 
marine insurance. 

In 1933 the State laws in most 
States were amended to authorize 
insurance companies to cover such 
floating risks under the marine sec- 
tions of their statutes and today 
those are written in as inland ma- 
rine insurance. That is how it 
came about. 

CHAIRMAN FLEMING: I 
think it might be added that if you 
have an unusual risk, one where you 
want to cover physical damage of 
all types and not just fire, if you 
will look to inland marine insurance 
you will probably find the answer. 
The inland marine department pos- 





24 





sibly is stealing sotrie of the thunder 
from the fire boys and other de- 
partments, but they do write some 
rather unusual contracts. 


Products Liability Insurance 
QUESTION: We as wholesale 


distributors never carried products 
insurance, feeling that this was an 
item to be taken care of by the 
manufacturer. We sold some rope 
to a customer who used it as a 
scaffold. It broke. A person was 
killed and compensation was paid 
by the insurance company, who in 
turn sued us in the name of their 
insured to collect damages. We, of 
course, had no insurance to cover 
a thing of this kind and it meant to 
us a legal battle which was quite 
expensive. We brought the manu- 
facturer into the case but at the 
same time it was necessary for us 
to defend ourselves!” 

ANSWER BY MR. TILLOT- 
SON: That is a very good question 
as illustrating various phases of cas- 
ualty insurance which perhaps are 
not too well understood. 

It is true that a good many people 
in the wholesaling and retailing 
lines are under the impression that 
if a product is defective which they 
buy from a manufacturer, and if 
someone is injured or damage is 
brought about to property, that the 
manufacturer will be held liable. 
Well, ultimately possibly that might 
be true. But in many cases, as the 
legal fraternity terms it, the “doc- 
trine of implied warranty”—that if 
you sell a product you imply it is fit 
for use—may hold the retailer or 
the wholesaler, in spite of the fact 
that they did not manufacture the 
product. The real answer is that 
the wholesaler or retailer should 
have products liability insurance. 


Hidden Inventory Reserves 


QUESTION: What would be 
the effect on an adjustment of hid- 
den inventory reserves not reflected 
on the books? 

ANSWER BY MR. REED: The 
effect will be different in different 
losses. In a loss where the property 
is not destroyed, where it can be 
seen, inventoried, counted or 
weighed, the effect of a depressed 
inventory on your books on the ad- 
justment will be nil. We would 


throw the books out of the window 





and deal with the stock as we see 
it. But if you cut your inventory 
in half at the end of the year, and 
then suffer a fire loss which utterly 
obliterates the stock, I would hold 
you to that inventory on the ground 
that it was the best evidence as to 
what you had. 

You should always give thought 
to the double-edged sword you are 
playing with when you are dealing 
with an inventory which has been 
deliberately cut below actual value. 
Suppose the stock stays in sight 
and you collect for it. Then the 
income tax man wants to know 
where you got this excess return. 
He takes it away from you in in- 
come tax. If the stock is destroyed, 
I hold you to the inventory that you 
have written. It is a misleading 
thing. 

Not long ago I adjusted a severe 
loss in a neck-wear factory on 
Broadway. The accountant had’ de- 
liberately cut the closing inventory 
to 40% of the actual figure. Nat- 
urally, as the months went by, the 
cutting of that inventory made the 
book value of the stock far below 
the actual value. Someone, acting 
upon this book value, one day re- 
duced the insurance accordingly. A 
fire occurred. The people had half 
as much insurance as stock. 


Business Life Insurance 


QUESTION: The need for cas- 
ualty liability and surety coverages 
seems to be better understood by the 
average business than many of the 
available forms of business life in- 
surance. How can the credit man- 
agers of the country assist in ex- 
tending this knowledge concerning 
this valuable phase of protection and 
strength? 

ANSWER BY MR. MONROE: 
I believe this question is intended 
primarily to refer to the use of life 
insurance to indemnify a business in 


’ the event of the death of a key em- 


ployee or member of the firm. Cer- 
tainly, this type of life insurance is 
not as well understood by business 
men as it should be. Certainly, you 
credit men should understand this 
type of insurance. 

Insurance for this purpose is 
usually a low-cost, permanent form 
of insurance such as the ordinary 
life plan. Sometimes, however, term 
insurance coverage will be used. 
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®@ This installation of Burroughs Typewriter Accounting Machines at Purdue University, 
Lafayette, Indiana, is typical of thousands of offices throughout the nation that depend 
on Burroughs machines for fast, accurate handling of all types of accounting work, 










In schools, banks, business organizations . . . wherever you 
~ bi. go... you see Burroughs machines. These users give many 
& fo” reasons why they like to do business with Burroughs. One 
4 Sed Gs f 4 reason frequently mentioned is the efficient maintenance 
oy hs service rendered through hundreds of local service centers 
roug by Burroughs’ own factory-trained service men—a service 
IN MACHINES that has won the highest respect of business machine 
IN COUNSEL users everywhere as the finest safeguard that the maker of 
IN SERVICE a high-quality product can provide to insure the uninterrupted 


performance and long life of its products. 
BURROUGHS ADDING MACHINE COMPANY, DETROIT 32, MICHIGAN 


FIGURING, ACCOUNTING AND STATISTICAL MACHINES e NATIONWIDE MAINTENANCE SERVICE. e BUSINESS MACHINE SUPPLIES 
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The policy is taken out, owned 
and controlled by the business. The 
business pays the premiums and is 
the beneficiary in case of death. The 
insured has no interest or right 
whatever in the policy. 


In the event of the death of the 
insured, the key ‘man, a substantial 
amount of liquid funds comes into 
the business at a crucial time. These 
liquid funds can be used to hire a 
man te replace the deceased—a good 
man at a good salary. The liquid 
funds could also be used to repay 
or help repay a line of credit. I 
think we know that when a key man 
goes out of the business the credit 
position of that business may be im- 
paired. Thus, insurance in this re- 
spect will help bolster a credit ac- 
count. 


A point that I think we should 
remember is that business is a com- 
mercial or industrial enterprise en- 
tered into for profit, and profits are 
made by men and not by machines. 
You as credit men can tell whether 
a business has life insurance gener- 
ally by looking at the financial 
statement. If they have insurance 
generally it will be listed on the as- 
set side of the ledger. The cash 
value will frequently be listed there. 
If it is not, of course you can ask 
the question. 


CHAIRMAN FLEMING: I 
had an interesting question put to 
me today. The question was this: 
How can the stockholders of a small 
closed corporation (a rather par- 
ticular business and a good money- 
maker) protect themselves against 
the distribution of the stock of any 
one of the stockholders in the event 
of his death? The answer to that 
is by having business life insurance 
and providing the funds to buy the 
stock of each one of the stockhold- 
ers in the event of death. 


All-Risks Coverage 


QUESTION: What is the differ- 
ence between a burglary and a rob- 
bery policy as compared to the all- 
risks form? 


ANSWER BY MR. ROMOLO: 
In so far as the cost is concerned, 
the charge is not very much more. 
It is approximately $5.00 a thousand 
more than for a limited safe bur- 
glary and interior robbery policy. 


For example, if. you had insurance. . 
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for safe burglary and interior rob- 
bery and you were paying $200.00 
for it, at a cost of $25.00 more or 
a total cost of $225.00, you could 
have an all-risks policy instead of 
the limited safe burglary and in- 
terior robbery forms. 

The essential difference between 
the two policies is this: under the 
old limited burglary and robbery 
policy the companies generally 
have required warranties such as a 
description of the location, descrip- 
tion of the safe, amount of insur- 
ance, and a warranty as to the 
watchman, alarm system or any 
other protective devices for which 
a discount had been allowed. In 
the all-risks form of policy, the 
same discounts are permitted and 
the same consideration is given to 
protective devices, but there are no 
warranties in the policy, thus elimi- 
nating many difficulties in the event 
of a loss where either through mis- 
understanding or for some other 
reason part of the protection was 
dropped, and at the time of loss it 
therefore eliminates the possibility 
of having a breach of warranty in 
the contract which many times 
brings about a declination on the 
part of the insurance company. 


In so far as coverage is con- 
cerned, the safe burglary policy is 
generally worded to the effect that 
the company will have no liability 
unless there is a felonious entry into 
the premises and a felonious entry 
into the safe, of which there must 
be visible evidence at the point of 
entry. Too many times losses occur 
(perhaps Jimmy Valentine or some- 
one equally clever did it) where 
there was no evidence on the safe 
to indicate that it was forcibly 
entered. 

To cover burglary or robbery as 
it is commonly known, and in order 
to collect a loss, it is required that 
some employee be present at the 
time and be cognizant of the act that 
was being perpetrated. 

As compared to that, the policy of 
all-risk excludes acts caused by em- 
ployees. That is intended to be 
covered by fidelity suretyship. It 
excludes forgery to property be- 
cause essentially the policy is in- 
tended to cover physical loss or dam- 
age to the property, and it excludes 
also war risk. 


In order that you may better unr 





derstand the phrase “all-risk,” 1 
would like to call to your attention 
a few types of losses that were not 
covered before, but which now can 
be covered under this very broad 
form. 

In New York State and probably 
most of the States of the country 
the standard fire policies exclude 
liability for loss as far as securities, 
deeds and documents of that type 


- are concerned. So there is now a 


form of protection which you never 
had before and could not buy, until 
such time as this broad form of pol- 
icy came into being. It includes, in 
addition to fire, the extended peril 
of theft, which is a dishonest loss 
and not accompanied by any evi- 
dence of misplacement or mysterious 
disappearance. One of the most 
important features of this policy is 
that with the ordinary concern buy- 
ing fidelity insurance and some form 
of burglary insurance situations 
came up and losses were incurred 
in which there was a wide gap be- 
tween the fidelity insurance and the 
burglary coverage. Under today’s 
conditions, with the concern buying 
broad forms of fidelity insurance 
and having an all-risks policy, any 
conceivable loss that could occur, 
which physically caused a loss and 
destruction to money and securities, 
would be collected. I recommend 
that fidelity insurance and burglary 
insurance be purchased from the 
same company, because certain types 
of losses can occur—so-called_ mys- 
terious disappearance losses—under 
circumstances that could not be 
proved, and that might lead to hon- 
est dispute between two insurance 
carriers, if one carried fidelity and 
the other carried all-risk. Whereas, 
if both policies are in the same com- 
pany, and if there is any physical 
loss or destruction to the money or 
securities, that company would then 
have to pay it. 


Fidelity Insurance Cover 


CHAIRMAN FLEMING: The 
subject of fidelity tmsurance, in- 
demnifying against the infidelity of 
employees and other trusted agents 
or persons, is a very difficult one. 
We ought to remember and under- 
stand that the contract itself is a 
legal document. The insurance com- 
pany wants to pay, tt wants to cover 


the risk, but initially the instrument 





Crepir AND FINANCIAL MANAGEMENT, January, 1946 











_ Won’t be home tonight. Have to work. 
Have to catch up. Everything’s all a 
fumble again. 


Overtime —all the time. 


Can anything be done to stop this 
constant drain on manpower and 
finances? Can a business ever keep 
vital figures current? One answer is 
business form engineering. 


Moore Business Forms, Inc., can 
design forms for your specific busi- 
ness that will save the time of all 





hands, cut totai form expenses by 10% 
to 30% — and get figures out on time. 


The Moore representative studies 
your business forms one by one—in 
co-operation with your staff. When 
change will benefit, he recommends 
change. Economies in printing, in 
paper stock and size, he points out 
freely, Often a standard form is best. 
... Then Moore supplies the forms— 
in lots of hundreds or millions. 


The ten companies listed below, long 


AMERICAN SALES BOOK CO., INC., NIAGARA FALLS; ELMIRA, N. Y. 
PACIFIC MANIFOLDING BOOK CO., INC., EMERYVILLE; LOS ANGELES, CALIF. 
GILMAN FANFOLD CORP., NIAGARA FALLS, N. Y. 


COSBY-WIRTH MANIFOLD BOOK CO., MINNEAPOLIS, MINN. 
MOORE RESEARCH & SERVICE CO., INC., NIAGARA FALLS, N. Y. 
SOUTHERN BUSINESS SYSTEMS, INC., ORLANDO, FLA. 


MOORE BUSINESS FORMS, INC. (New Southern Div.), DALLAS, TEX.; ATLANTA, GA. 


in Canada— Moore Business Forms, Ltd., succeeding Burt Business Forms, Ltd., Toronto; 
Western Sales Book Co., Ltd., Winnipeg and Vancouver; 
National Sales Check Book Co., Ltd., Montreal 


CREDIT AND FINANCIAL MANAGEMENT, January, 1946 








under Moore ownership, are now united 
under the Moore name—without change 
in policies or management. They bring 
an unequaled fund of experience to 
the small store or the nation-wide 
business alike. 


To see how engineered business 
forms can help you, get in touch with 
the nearest Moore division, as listed 
below, or its local office. Moore stands 
ready to supply you with everything 
from a simple sales book to the most 
intricate multiple-copy forms. 


MOORE BUSINESS FORMS, inc. 


ADV. BY H.W. AYER 
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itself ought to be properly drawn 
and each employer ought to under- 
stand just what coverage he is buy- 
ing and what coverage he needs, He 
ought to be able to explain to the 
insurance company, to his agent or 
broker, just what the insurance ts 
that he wants, and what his opera- 
tions are. Mr. Lewsen, will you tell 
us what is the most desirable type 
of bond to use in bonding employees 
against infidelity losses? 


ANSWER BY MR. LEWSEN: 

There are really five questions of 
coverage bound up in that question 
—individual, name schedule, posi- 
tion schedule, blanket position, and 
commercial blanket bond. 


The Individual Bond is the oldest : 


and was in existence before blanket 
coverage was written. It is not a 
standard form. ‘Each company is- 
sues its own form. Some are nar- 
row, some a little broader, and then 
there is what they call the broadest 
form, but it is out of date now. 


The next one, Name Schedule, is 
the same as the Individual, only that 
six or more can be covered under 
that schedule, and it is written on 
the same forms which are not now 
standard. 

Position Schedule is practically 
out of date. That means so many 
bookkeepers, shipping clerks, man- 
agers, and so forth, are bonded in 
their positions. 

The two latest forms of what we 
call “honesty insurance” are known 
as the Blanket Position Bond and 
the Commercial Blanket Bond. The 
terms are practically the same. 
Everyone from the president down 
is covered under such bonds. 

In Position Form each individual 
employee is covered in the face 
amount of the bond; whereas, in the 
Commercial Blanket Bond, the face 
amount is the aggregate of all em- 
ployees. 

These two are today the most up- 
to-date bonds and anybody who will 
secure either a Commercial Blanket 
Bond or a Blanket Position Bond is 
protected. Blanket Position Bond 
is my recommendation because it 
covers each in the face amount of 
the bond, and is much broader on 
collusion. 

It is very easy to prove this 
standard form. We have to pay 
the loss whether or not the insured 
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is able to point out the particular 
individual who has been suspected. 
Of course, we all want to be satis- 
fied that the loss was incurred by an 
employee. 


When to Buy Credit Insurance 


QUESTION: Is credit insurance 
advisable at this time? . Should we 
buy it? 


ANSWER BY MR. FARLEY: 
This question, I take, it, goes purely 
to the element of time—as to 
whether the present, this- moment, 
is an advisable time, and the ques- 
tion assumes that the concern has 
decided that they wish to carry 
credit insurance, that they are qual- 
ified to obtain a policy, and that the 
only question is whether this is the 
time to buy it. 

I cannot think of any reason why 
the same principle which applies to 
any other line of insurance does. not 
apply to credit insurance as to the 
time in which to buy it. In the first 
place, according to the economic 
cycle, the rates go up in times of 
economic depression, and in times 
of numerous failures of business 
houses. So that if you buy at such 
a time, the rates are higher. On the 
other hand, if you buy in a time of 
low-loss experience, the house gets 
a more favorable rate. 

Apart from that, if you are going 
to carry credit insurance at all, it is 
a mistake to try to operate on an in- 
and-out basis; to try to get a policy 
and shift under it just before you 
think losses are going to be heavy, 
and then drop out when a period of 
apparent prosperity is ahead. 

I say from experience that the 
only satisfactory way to carry credit 
insurance, if you are going to carry 
it at all, is to carry it through good 
times and bad. 


The Co-Insurance Clause 


QUESTION: Clarify the 80% 
co-insurance clause, the 100% co- 
insurance clause, and the relation of 
both to financial statements. There 
are many misconceptions extant with 
regard to this. 


ANSWER BY MR. FALK: 
When an 80% Co-insurance Clause 
is attached to a policy, that policy 
pays no greater proportion of any 
loss than the amount of insurance 









bears to 80% of the actual cash 


value. The same principle applies 
whether the percentage of co-insur- 
ance be 25%, 50%, or 100%. 
Actual cash value may be briefly de- 
fined as follows: 

(a) In the case of buildings, ma- 
chinery, furniture and fixtures, 
household furniture, and improve- 
ments, replacement cost on the date 
of the loss less depreciation. 


(b) Retail and wholesale stocks, 
replacement cost on the date of the 
loss with like kind and quality. 

(c) Finished goods of a manu- 
facturer, cost of re-manufacture, 
not including anticipated profit. 

In some cases market value may 
play a part in the determination of 
actual cash value; in fact, there are 
certain types of merchandise, like 
crude petroleum products, lumber, 
whiskey, and others, to which a 
Market Value Clause may be at- 
tached. Market value would also be 
a factor in determining the value of 
used machinery. 


It is difficult for the insurance un- 
derwriter to see any direct relation- 
ship between the Co-insurance 
Clause and the financial statement 
of an insured. The financial state- 
ment may include assets on an en- 
tirely different basis, such as book 
value, than that required under the 
conditions of an insurance policy to 
which a Co-insurance Clause has 
been attached. In our opinion, it is 
unwise for anyone having an inter- 
est in property, whether he be the 
insured or the creditor, to use values 
of assets as set forth in a financial 
statement as a basis for determining 
the amount of insurance required to 
be carried. 


A Guarantee On a Contract 


QUESTION: Will a surety com- 
pany guarantee the completion of a 
supply contract? In other words, tf 
you contract with a manufacturer 
to supply you a certain amount of 
yardage of goods at a certam price 
within a certain time, can you get 
a third party to issue a guarantee 
that that will be done? If not, to 
perform in his place or pay you 
such indemnity as may be called for 
by the contract? 


ANSWER BY MR. TAYLOR: 
Yes, a surety company will issue 
such a bond, guaranteeing the com- 
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pletion of the contract in accord- 
ance with all of its written terms. 
It will guarantee the supply dates. 
It will guarantee that the contractor 
performs in all. sorts and types of 
merchandise which was ordered. 
Such a bond guarantees the fulfill- 
ment of the contract in every man- 
ner. By such a guarantee, a buyer 
would know that he would have his 
merchandise delivered on a proper 
date and at the price at which he 
had made the contract. 


Transportation Insurance 


QUESTION: What are the per- 
ils which might cause property dam- 
age and for which a common car- 
rier, such as a railroad, is not liable, 
and which may or may not be in- 
sured under a transportation or in- 
land marine policy? 


ANSWER BY MR. PARKER: 
The law of common carrier’s liabil- 
ity has been made clear down 
through the years. Common car- 
riers are, generally speaking, liable 
for anything that happens to goods 
in their custody over which they 
have control. There are many haz- 
ards that might result in loss or 
damage to goods in transit over 
which the common carrier has no 
control. These are known in the 
law as “acts of God.” They are 
commonly known to be lightning, 
windstorm, cyclones, tornadoes, 
earthquakes, volcanic eruption, and 
in some cases flood. Also, a fire of 
an overwhelming nature. 

Let us assume a conflagration 
broke out in a city and enveloped 
the railroad yards. The law would 
not hold the common carrier re- 
sponsible for such a loss because he 
had no control whatsoever over the 
disaster. I might add that the cost 
of coverage of those particular per- 
ils is usually very modest because 
they are in the nature of catastro- 
phes which do not occur very often. 

QUESTION: We are consider- 
ing the advisability of covering all 
our shipments with insurance as pro- 
tection against loss due to inability 
to collect from a railroad company 
for any reason. We have particu- 
larly in mind the hazards involved 
in large shipments of $5,000.00 or 
more. Should we carry this insur- 
ance, and would we be covered 
against loss due to acts of God, and 
so forth, on such a policy? 
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ANSWER BY MR. KUCH- 
LER: There are other losses besides 
acts of God which cannot be recov- 
ered from a carrier. For that rea- 
son, it is important that you do carry 
that sort of transportation insur- 
ance, not only because you cannot 
recover the loss from the carrier, 
but because those losses are gener- 
ally losses of a catastrophic nature 
and involve a large sum of money. 

The primary reason for a car- 
rier to be in business is to transport 
goods and not to insure them. 
Therefore, when you have a claim, 
not only is there inability many 
times to collect, but there is a great 
delay. The primary need of an in- 
surance company is to insure and 
pay promptly. Therefore, if you 
carry an all-risk policy, not only 
for acts of God but practically all 
risks, you not only collect those 
losses for which the carrier is not 
liable, but you get a prompt settle- 
ment as well. 


Non-Ownership Auto Coverage 

QUESTION: If one of our in- 
side men uses his own car to make 
a special call for us, although ordi- 
narily he would not use his car for 
our business, and if an accident 
should happen, we might be held 
liable, could we obtain insurance 
coverage for such a risk? 


ANSWER BY MR. TILLOT- 
SON: There is a form of insur- 
ance for that. I refer to the non- 
ownership form of automobile 
insurance which a good many com- 
mercial concerns of all sorts have 
purchased and are thereby covered 
in the event that any employee 
should go on an errand such as is 
indicated in the question here. The 
premium for that form of coverage, 
which may be written on a blanket 
basis, is not great, and the buyer is 
at least assured that he will not be 
held liable in some suit which may 
be brought against him because of 
his greater financial responsibility. 


How to Prove Valuation 


QUESTION: We own a piece of 
property in a depressed section of 
New York City. The cost of the 
building, less depreciation to date, 
is $10,000.00. If we built it today 
new, it would cost $50,000.00. We 
insure it for $40,000.00. The City 


assessed the land and building for 
$33,000.00. The real estate ap- 
praisers come along and tell us that 
if we could get $18,000.00 for the 
whole shebang we would be doing 
good. Now,-if we have a loss by 
fire, how much insurance will the 
company pay us under our $40,- 
000.00 policy? 


ANSWER BY MR. REED: 
This question states that the build- 
ing was appraised by a competent 
appraiser at $18,000.00. If that 
were the case, $18,000.00 would be 
the most you could collect because 
that would be the only evidence you 
would be able to offer as to the 
building’s value. 


When Valuable Papers Are Lost 


QUESTION: If I lose or acci- 
dentally destroy a letter of credit, a 
bill of lading or another such valu- 
able paper, is it difficult to get a bond 
to cover a duplicate copy in order 
that I might recover the original 
value of the lost instrument? 


ANSWER BY MR. TAYLOR: 
No, it is not difficult to get such a 
bond. Naturally, the bank or the is- 
suing company will not just give a 
duplicate of a negotiable paper with- 
out getting some protection against 
the original paper reappearing. Be- 
cause, if the original paper did re- 
appear, obviously the bank or the 
issuing company might be respon- 
sible legally for the redemption of 
both instruments. Surety compa- 
nies issue these bonds rather freely 
for established financially-sound ap- 
plicants. 


Is Forger Coverage Necessary? 
QUESTION: While it is the 


general practice of banks to carry 
forgery insurance, why should a 
commercial concern need to carry 
similar coverage under the deposi- 
tor’s forgery bond? 

ANSWER BY MR. ROMOLO: 
A bank under normal conditions is 
liable for normal care and prudence 
in the handling of its paper, and 
probably can be held liable for acts 
of negligence on its part. But I do 
think in law they would be excused 
from any act or omission that was 
the negligence of a mercantile firm. 

When you get into the field of 
negligence, then you are on the play- 
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ground of the lawyers, and when 
you get into their playground, it is 
‘very expensive proposition. 


How to Protect Partnerships 


QUESTION: Is any informa- 
tion available relating to a proper 
set-up for business life insurance 
covering partnerships which will 
protect the other partner or partners 
in the event of death? What is the 
ideal method of handling this? 


ANSWER BY MR. MONROE: 
A corporation, as we know, is a per- 
manent entity. A partnership is 
not. A partnership may die. If 
adequate arrangements are not taken 
during the life of the partners, 
then upon the death of one of the 
partners the partnership dies in- 
stantly. It must dissolve. Now, 
upon the death of a partner (and 
there are no adequate provisions 
made), as I see it the heirs of the 
deceased partner have three alterna- 
tives: the widow or son can enter 
the business as a partner; they can 
sell to an outsider who has money 
and who is acceptable to the surviv- 
ing partners; or they can sell to the 
surviving partners. The surviving 
partners also have three alterna- 
tives: They can take the widow or 
son into the business; they can find 
a man acceptable to them to come 
in as a partner if he has the money 
to pay for it; or they, themselves, 
can buy out the business from the 
heirs of the deceased partner. 

To me, the proper solution to the 
problem is, during the lifetime of 
the partnership, to have them enter 
into a proper agreement, what we 
call a  buy-and-sell agreement, 
whereby upon the death of one of 
the partners his interest in the part- 
nership will be purchased by the 
survivors. This, of course, provides 
for a continuity of the partnership 
interests. The proper way to handle 
that is to use life insurance—to have 
the partners carry an adequate and 
sufficient amount of life insurance 
on the life of the other partners to 
provide the liquid funds necessary 
to purchase the interest of a deceased 
partner. 

The credit point of view here is 
that the credit men are interested 
in a continuity of the partnership as 
a business enterprise. Naturally, if 
partners have such a buy-and-sell 
agreement, adequately buttressed 
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with life insurance, there is a con- 
tinuity of the operation of the busi- 
ness, which is so important from a 
credit standpoint. 


Can Bonds Be Assigned? 
QUESTION: We _ understand 


that fire insurance companies will 
recognize an assignment of a fire tn- 
surance policy to a bank or finance 
company lending money to the as- 
sured, the policy so assigned being 
held as partial security for the loan. 
Will the bonding companies recog- 
nize a similar assignment of a fidel- 
ity bond, a burgiary policy, a theft 
policy, or any other sort of policy in- 
demnifying against loss of that na- 
ture for a similar purpose? 


ANSWER BY MR. LEWSEN: 
If the assignment is_ properly 
made, and proof of the assignment 
is filed with the surety, it would be 
acceptable. 


Can You Bond Your Own Credit? 
QUESTION: Will it be possible 


to insure a firm’s credit for a stated 
period of time, to guarantee payment 
of outstanding obligations for that 
period of time, somewhat along the 
lines of a bond? 


ANSWER BY MR. FARLEY: 
If I understand the question cor- 
rectly, the concern is in the market 
to buy goods and wants to know if 
it will be able to obtain a bond some- 
thing in the nature of a letter of 
credit issued by a bank against, say, 
$50,000.00. If that is the question, 
the answer is No. There is nothing 
of that sort available. The credit 
insurance policies are almost in- 
variably obtained by the seller to in- 
sure his accounts receivable. He 
must specify the name of the credi- 
tor to whom the policy is payable. 
There are a few instances, I believe, 
where a concern has been able to ob- 
tain a policy—that concern being 
the purchaser in a_ transaction— 
through a particular creditor, but 
the policy had to name the creditor 
specifically and be payable to that 
named creditor. 


How Can “Second Party” Be 
Protected? 
QUESTION: Most insurance 


policies have clauses to, the effect 
that the company has the right to 


cancel the policy for reasons of tts 
own—where the policy is payable to 
the assured and a “Second Party” 
as the Second Party’s interest may 
appear. Why cannot the insurance 
company issue a rider agreeing to 
give the “Second Party” ten days’ 
written prior notice before any ma- 
terial change or cancellation can be 
effected—likewise, a provision to the 


effect that violation of a condition 


or warranty by the assured shall not 
invalidate the insurance in so far as 
the “Second Party's” interest ts 
concerned? 


ANSWER BY MR. FALK: 
That has specific reference to a 
standard mortgage clause. The 
party who propounded that ques- 
tion, I think, understands that such 
a clause is available on real prop- 
erty, but he is probably wondering 
why it is not available on personal 
property. The companies have al- 
ways been reluctant to extend the 
privileges of the Mortgagee Clause 
to those who loan money against 
which personal property is pledged 
as collateral. The privileges enjoyed 
by the mortgagee under the condi- 
tions of the Mortgagee Clause are 
considerable, and they go far be- 
yond the rights of the insured, pro- 
tecting the mortgagee even in the 
event of fraud, misrepresentation, or 
arson if the mortgagee had no 
knowledge thereof. To extend these 
same privileges to those to whom 
personal property has been pledged 
would be against the principles of 
sound underwriting because per- 
sonal property is frequently of a 
flimsy, destructible nature which 
can often be burned out of sight or 
removed before a loss. Real prop- 
erty, on the other hand, is of such 
a substantial nature that it cannot 
be moved, and even in cases where 
it is burned out of sight the actual 
value is easily ascertainable without 
any great difficulty. To grant the 
privileges of the Mortgagee Clause 
in personal property would also 
tend to increase the moral hazard 
and result in a greater loss ratio, 
both of which are contrary to the 
interests of the general insuring 
public as well as public policy. As 
a matter of information, it is per- 
missible in some cases, when the 
company’s consent has been ob- 
tained, to use a Loss, if Any, Pay- 
able Clause in which the Company 
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agrees to give the payee ten days’ 
written notice of cancellation in the 
event the Company elects to cancel 
the policy in accordance with the 
conditions thereof. 


Transportation Coverages 


. QUESTION: Can I buy insur- 
ance on merchandise en route to 
and from the main plant, and to in- 
dependent contractors for process- 
ing? 

ANSWER BY MR. PARKER: 
An inland marine policy can be is- 
sued to cover such a case. The pol- 
icy would cover the merchandise 
while in due course of transporta- 
tion from the main office of the 
owner to the independent contrac- 
tors, while there during the various 
degrees of processing, and while be- 
ing returned back to the main office 
and on to destination. 

- Such policies ordinarily cover 
against what is known as all risks 
of transportation while the mer- 
chandise is being shipped. While it 
is on the premises, the policy is ex- 
tended to cover usually against main 
perils, such as fire, lightning, wind- 
storm, riot, civil commotion, bur- 
glary, theft, malacious, and some- 
times other perils, such as water 
damage, for example. 

The best example of that is found 
in the garment industry, because one 
of the most common forms of in- 
surance cover is the garment con- 
tractors’ floater policy which covers 
piecegoods being shipped to the con- 
tractor, while there during process- 
ing, being made up into garments, 
and then while the property is 
shipped out in its final form to 
destination. 


Product Liability Again 


QUESTION: Will you explain 
liability on account of losses caused 
by fire and explosion due to mate- 
rial being stored in public or private 
warehouses? Also liability in con- 
nection with the consumption, han- 
dling or use of our merchandise, 
either before or after a sale has 
been made? How can we get ade- 
quate insurance to cover? 


ANSWER BY MR. TILLOT- 
SON: The coverage here falls into 
two parts actually—the liability that 
the manufacturer has for his mer- 


Crepit AND FINANCIAL MANAGEMENT, January, 1946 


chandise before it is sold, and the 
liability that he would have after it 
was sold. If the merchandise should 
explode in a warehouse before it 
was sold, there is a policy called the 
manufacturer’s public liability policy 
which would take care of that situa- 
tion. Should it explode after it is 
sold, the products liability and prop- 
erty damage coverage would apply. 
I think again the answer here might 
be summed up in a very few words, 
by saying that the questioner would 
be best advised to purchase a com- 
prehensive general liability and 
property damage policy including 
products liability, and then he would 
have no fears regarding the ex- 
plosion or any other body injury or 
material damage that might result. 


Use and Occupancy Cover 


QUESTION: Can you give us a 
definition of the form of insurance 
known as Use and Occupancy? Will 
you please explain some of the ad- 
vantages in having that form of in- 
surance? 


ANSWER BY MR. FALK: 
The answer to that question is as 
follows: the textile industry is not 
immune to physical loss by fire or 
other perils, such as windstorm and 
explosion, and it follows that any 
manufacturing concern which is ex- 
posed to physical loss from the per- 
ils named or others is likewise ex- 
posed to a consequential loss of 
prospective earnings during the 
period of business interruption. 
There have been countless instances 
where the loss of earnings during 
an interruption of business as a re- 
sult of fire or other casualty have 
exceeded the property damage loss. 
For example, fire may be confined 
to a relatively small section of a 
plant, but if that small section rep- 
resents a key operation or bottle- 
neck, the entire plant will be shut 
down until repairs or replacement 
can be made in the affected area. 
The cost ‘of Business Interruption 
insurance, of course, depends en- 
tirely upon the amount of insurance 
required under the specific Business 
Interruption Form selected. How- 
ever, in many instances the annual 
premium for this important form 
of protection does not exceed the 
amount which could be collected if 
production was entirely prevented 
for only one or two days. All Busi- 


ness Interruption Forms for manu- 
facturing properties exclude loss of 
profits on finished stock, although 
coverage against loss of profits on 
finished stock can be obtained under 
a standard Profits form. 

There is one other question on 
that subject which might be of in- 
terest : 

Is it desirable to carry business 
interruption insurance and what 
formulae should be used to deter- 
mine the amount of coverage? 

The answer to that question is 
as follows: it is certainly desirable 
for any going mercantile or manu- 
facturing establishment to carry 
Business Interruption insurance. 
Every business property has two 


- values: (a) its capital or investment 


value, and (b) the earnings value; 
that is, the income which it is ca- 
pable of producing. Certainly, the 
latter value is just as important as 
the former; in fact, it could hardly 
be denied that the real worth of any 
business is to be measured by the 
earnings it produces. While no 
prudent business man would think 
of being without adequate insur- 
ance or buildings, machinery, equip- 
ment, or stock, neither should he 
fail to carry adequate insurance with 
respect to the earnings or income 
arising from such physical property. 

The formula used to determine 
the amount of coverage depends 
upon the type of Business Interrup- 
tion Form employed. Generally 
speaking, a co-insurance form is 
recommended and the amount of 
insurance required to be carried is 
a percentage, usually 80, of the 
gross profits, gross profits being de- 
termined by subtracting from total 
net sales the cost of merchandise 
sold if a mercantile risk, or cost of 
raw stock if a manufacturing risk, 
less also ordinary payroll, heat, 
light, and power. A business inter- 
ruption calculator is furnished each 
prospect for their assistance in ar- 
riving at the proper amount of in- 
surance. 

If it is a mercantile establish- 
ment, we recommend what is known 
as a gross earnings form with a 
50% co-insurance. 


Valuation of Property 
QUESTION: The question ad- 
dressed to Mr. Reed a little while 
ago on the subject of a fire insur- 
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ance loss, where there was $40,- 
000.00 insurance, with an $18,- 
000.00 appraised value and a 
$33,000.00 assessed value—does not 
that $40,000.00 of insurance imply 
a contract between the insurance 
company and the insured, thai they 
have examined the premises and 
agreed that is the value? And how 
can they base their settlement, then, 
on an $18,000.00 claim? 

CHAIRMAN FLEMING: It is 
against the law of the State of New 
York to issue a policy or contract 
of a valued form, which means that 
no insurance company may legally 
issue a contract in which it agrees 
that the value oi a certain property 
is a fixed amount. The policy says 
that the indemnity shall be the actual 
cash value at the date of the loss. 
Mr. Reed, will you pick up from 
there? 

ANSWER BY MR. REED: As 
the question was framed for me, 
the only statement which would be 
real evidence in that case is the state- 
ment that the property had been ap- 


praised by a competent appraiser’ 


for $18,000.00. Remember that a 
court of law says that a fact is 
proved by evidence. The only evi- 
dence that you have here is the state- 
ment of a competent appraiser. As 
that question is framed, there is only 
one answer—$18,000.00. 

CHAIRMAN FLEMING: It 
might be added that in New York 
now you can supplement your regu- 
lar form of fire insurance contract 
by buying what is really deprecia- 
tion insurance, which will pay you 
the $50,000.00, which in this ex- 
ample was the reproduction cost at 
today’s prices. 
pay you $18,000.00 under your 
regular fire policy and he would pay 
you $32,000.00 under the deprecia- 
tion form of policy, if you had that 
coverage and had adequate insur- 
ance over-all. 

That applies only to real property 
and not to personal property, I 
should add. 


Last Call for 
1946 


CREDIT MANUAL 
of 


Commercial Laws 


So Mr. Reed would. 


Legal Phases of Conditional 


Sales Contracts in the States 


(Continued from page 22) 


ILLINOIS: Conditional sales are valid 
here but except for railroad equipment 
contracts and motor vehicles there are 
no statutory requirements as to form or 
recording. And they are good against 
third parties (except consignment con- 
tracts). 294 Ill. App. 585. 

As to fixtures, if the contract provides 
they are to remain as personalty the 
seller may remove if he does not cause 
more injury than necessary. But this 
right is limited to transaction where the 
rights of third parties do not intervene. 
381 Ill. 615. 

Illinois sees no inconsistency in the re- 
tention of title and suing for the pur- 
chase price as long as the vendor has 
not had satisfaction. This is especially 
true if the contract is sufficiently broad 
enough to give the vendor specific rights 
and providing also that one course of 
action shall not be a waiver of the right 
to another. A contract containing the 
usual power of sale would be recom- 
mended in this state. See 44 Fed. (2nd) 
557. 


INDIANA: Except for fixtures there 
are no statutes requiring recording here 
of conditional sales. Property in the 
hands of a conditional vendee cannot be 
seized upon by levy of execution by a 
third party. 205 Ind. 578. 

As to fixtures, Indiana has adopted 
the uniform Act, therefore see under 
Arizona. 

Conditional sales are subject to “in- 
tangible tax.” 

Cancellation of record is provided by 
the statute. 

See Burns 
sqq. 

This state has a comprehensive regu- 
latory Act covering retail installment 
sales. They must be written; limitations 
are placed on finance charges, amount of 
recovery, and the Act permits no assign- 
ment of the contract to others than 
licensees under the same Act. 

See Burns Statutes Chap. 9 entitled 
“Retail Installment Sales Act.” 


As for remedies to the vendor, steps 
are outlined as in the uniform Act, but 
there are a few changes with respect to 
the time of notice; also the seller may 
rescind the contract and retake but in 
such event the ventlee is released and is 
also entitled to any excess. 

See Burns Indiana Statutes 58-814 to 
829. 


IOWA: As against third parties a 
conditional sale must be in writing, 
acknowledged by vendor and _ vendee, 
recorded (or a true copy) or filed and 
deposited with the recorder of deeds 
of the country where vendee resides. 
The recording is valid for 5 years but 
if an extension agreement executed by 


Indiana Statutes 58-806 


vendee is filed with the original instru- 
ment it also extends the validity of the 
recording. 

Conditional sales are to be satisfied 
on record. 

See General Code of Iowa Chap. 437, 
Sec. 10016 Sqq. also Iowa Acts of 1943, 
Chap. 248. 

On mere reservation of title Iowa ob- 
serves the election of remedy doctrine, 
but it will give full effect to the pro- 
visions of a contract. 206 Iowa 1090. 

In this state a contract with a power 
of sale and right to recover after credit- 
ing proceeds of sale should be used. 


KANSAS: Against third parties, condi- 
tional sales contracts must be deposited 
(or a true copy) in the office of the 
register of deeds of the county where 
the property is kept. 

General Statutes of Kansas (Cornick) 
Ch. 58-Sec. 314. 

Release is to be entered in the book 
of original record. 

Kansas regards the reservation of title 
as a security as in the case of a chattel 
mortgage and the vendor is not held to 
make an election. 41 Kansas App. 609. 

However, if the vendor attaches, or 
levies upon, the property he treats the 
sale as absolute and may only proceed 
with suit for the price. 53 Kansas 743. 

Form of contract containing power of 
sale recommended in this state. 


KENTUCKY: Conditional sales to be 
valid against creditors and innocent pur- 
chasers must be recorded. 

Kentucky Revised Statutes 
378.040. 

But see special statutes on timber 
branded with name of purchaser. 364.120. 

The contract should be acknowledged, 
both parties should sign, and two wit- 
nesses (who should also be sworn) are 
to attest. 


This state does not distinguish sharply 
between cofditional sales and chattel 
mortgages, but they do recognize the 
conditional sale as valid. The power of 
sale contract would be recommended here, 
and foreclosure suit asking for a de- 
ficiency judgment would be the desirable 
procedure. 


LOUISIANA: This state outlaws con- 
ditional sales, except for railroad equip- 
ment and rolling stock. Vendors may 
sell on the installment plan but cannot 
repossess upon default. They may only 
sue for the balance. 

La. General Statutes Sec. 5040. 

They may seize sewing machines and 
pianos, however. Sec. 5039. 

In this state the common form of in- 
stallment and secured sales is a com- 
bination “Sale and Chattel Mortgage.” 
MAINE: To be valid against third per- 
sons, conditional sales contracts must be 
recorded in the office of the clerk of the 
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city, town or plantation in which the 
purchaser resides. 

Revised Statutes of Maine Ch. 
Sec. 8. 

The contract should be executed and 
acknowledged as a chattel mortgage, 
because Maine does not make much dis- 
tinction between these instruments. 

The vendor pursues remedies as in the 
case of a chattel mortgage. 

Seller may bring suit for the purchase 
price and also resort to foreclosure. 
MARYLAND: To be good against 
third parties without notice, a conditional 
sale must be in writing, signed by the 
vendee, and recorded in the Clerk’s Office 
of the Circuit Courts of the various 
counties (in Baltimore in the Clerk’s 
Office of the Superior Court of Balti- 
more City). It need not be acknowledged. 

Annotated Code of Md. (Flack) Art. 
21, Sec. 71. 


This state has a most elaborate statute 


125, 





(passed in 1941) regulating retail in- 
stallment contracts. It virtually pre- 
scribes the forms of such contracts and 
the statute should be consulted carefully. 

1943 Supplement Annotated Code of 
Md. Art. 83, Secs. 116-139. 

For conditional sales generally (whole- 
sale) with mere reservation of title, if 
the vendor retakes the property as his 
own, he surrenders all claim to unpaid 
balance. 

But this state will give relief to a 
vender who has obtained a contract with 
a power of sale. He may proceed with 
foreclosure in equity. A form therefore, 
containing a power of sale provision is 
recommended here. 
MASSACHUSETTS: There is no 
statutory requirement for filing or record- 
ing conditional sales contracts here ex- 
cept in the case of certain fixtures. How- 
ever, very strict regulatory laws have 
been passed with reference to the form 
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of the contract, the contents, the printed 
type, the remedies, the procedure. 

1944 Supplement to Vol. 9, Annotated 
Laws of Mass. Chap. 255, Sec. 12-13H. 

These provisions are too lengthy to 
incorporate in this article and a careful 
examination of the law is necessary. 
Suggestion may be made that a printed 
form of the contract may be procured 
at Lawyers Stationery Co., Boston, Mass. 

As to fixtures, conditional sales of heat- 
ing apparatus, plumbing gcods, ranges, 
buildings of wood or metal construction 
known as portable or sectional buildings, 
elevator apparatus or machinery, seats 
for theatres, ball parks and places of 
public assembly, or other articles of per- 
sonal property which are afterward 
wrought into or attached to the real 
estate, to be valid-against any mortgagee, 
purchaser, or guarantee of the real estate, 
must be recorded. 

For exact requirements, consult 1944 
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Supplement to Annotated Laws of Mass. 
Ch. 184, Sec. 13. 

The Mass. Supreme Court now 
recognizes under the statutes above cited, 
that a conditional sale is tantamount to 
a chattel mortgage. 312 Mass. 547. 
MICHIGAN: If a contract remains 
purely a conditional sale it need not be 
recorded in this state. However, the 
Michigan courts are quite ready to con- 
strue agreements as chattel mortgages 
if there is any language by which it 
might be said that the contract is taken 
by the vendor as security. 

With regard to fixtures these remain 
personalty by agreement between the 
parties to a conditional sale. But the 
vendor, knowing that: certain machinery 
is to be attached to the realty cannot 
maintain his property in it after it has 
become attached, as against a good-faith 
mortgagee of the land. 115 Mich. 333. 

By statute, however, conversion type 
oil burners and accessories to other heat- 
ing equipment already installed and 
which can be removed without leaving 
other equipment incapable of operation, 
and electrical refrigeration can be re- 
moved. Mich. Annotated Statutes Title 
26, Sec. 961. 

By statute also, sellers of refrigera- 
tion systems and other equipment to 
purchasers engaged in building and sell- 
ing houses may replevy this type of 
property from purchasers of houses pro- 
vided the conditional sale is recorded. 
Mich. Annotated Statutes, Title 19, Sec. 
381-257 Mich. 688. 

A contract with a mere reservation 
of title gives the vendor his choice of 
retaking the goods or suing for the 
purchase price. And if a contract pur- 
ports to reserve title in the vendor and 
also gives him the right to foreclose by 
sale of the property, the courts say this 
is not a conditional sale at all but a 
chattel mortgage. 258 Mich. 689, 264 
Mich. 522. 

Repossession under one of these con- 
tracts without observing the vendee’s 
equity and rights as a mortgagor is 
therefore not safe for a vendor in Michi- 


gan. 

MINNESOTA: To be valid against 
third parties the contract, or a copy, or a 
memorandum, if the contract be oral, 
signed by the purchaser must be filed 
as in the case of a mortgage. The filing 
is good for six years, but does not cease 
to be notice to the third parties until 
six years from the time it becomes due. 
Mason’s Minn. Statutes Ch. 67, Secs. 
8360-8362. 

Satisfaction must be in duplicate, one 
to be delivered to the person and the 
other to be filed. 1940 Supplement 
Mason’s Statutes, Sec. 8363-1. 

Witnessing and acknowledging are un- 
necessary. Sec. 8363. 

The instrument shall be filed with the 
Register of Deeds in the county in which 
the property is situated, except that 
where the vendees reside in cities of 
first class (Minneapolis, St. Paul and 
Duluth) they are to be filed with the 
clerk of the municipality, provided also 
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that the property is located in those 
cities or counties in which the cities are. 

See Sec. 8364 and 1940 Supplement 
at same section. 

Minn. observes the election of remedy 
doctrine strictly. Even under a power 
of sale and deficiency judgment form 
of contract, repossession is a bar to a 
later suit; while a suit is a bar to re- 
possession. 

Nevertheless Minn. is undoubtedly de- 
veloping new law in 204 Minn. 148 
by holding that the vendor may have 
under this form of contract, an equitable 
lien which he may foreclose in equity. 
Thus replevin was held to be only an 
incident to a foreclosure proceeding. 
MISSISSIPPI: Where goods and chat- 
tels shall have remained in the buyer 
for more than three years, a conditional 
sale must be in writing, proved or 
acknowledged, and filed for record to 
be good against creditors and purchasers 
of buyer. 1942 Miss. Code, Sec. 266-109 
Miss. 320. 

It is advisable also to record sales 
of goods for resale where there is 
reservation of title in seller. Sec. 265. 

Written instruments are good for six 
years whether recorded or not. But if 
recorded they may be renewed in the 
margin within 6 months of the expira- 
tion. Sec. 875. 

Where filing is necessary it should 


‘be done in the office of the clerk of 


Chancery of the county and district in 
which such property may remain. Sec. 
863. 

For forms of acknowledgement and 
proof in case of witnesses, see Sec. 858. 

This state holds that a title retention 
transaction has the legal effect of a se- 
curity and therefore in the nature of a 
chattel mortgage. 

The retaking of property therefore is 
a step to obtain payment of a debt to 
the extent of the value of the security. 

A retaking should be followed by filing 
a bill in the chancery court seeking to 
have the property sold by a commis- 
sioner and proceeds applied to the debt. 
MISSOURI: Conditional sales to be 
good against third parties may be ac- 
knowledged and recorded as provided in 
the case of mortgages of personal prop- 
erty. 

Mo. Revised Statutes Annotated, Secs. 
3513-3515. 

See Sec. 3416 for form of acknowledge- 
ment. 

They may also be filed in which case 
they need not be acknowledged. 

Instruments which are filed (not re- 
corded) are good for 5 years; those 
recorded are good for 10 years. 

See Secs. 3486, 3490 and 1013. 

Discharges may be made on margin, 
affidavit of vendee showing the original, 
or an attested order by vendor. Sec. 3489. 

Conditional sales are less desirable in 
this state than chattel mortgages, because 
of strict refunding requirements on the 
vendor before he can repossess. The ven- 
dor must refund or tender all over 25 per 
cent paid by vendee (after deducting a 
reasonable compensation for the use of the 
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property) before he can retake. The con- 
tract cannot waive this benefit to the ven- 
dee. Sec. 3516 Mo. Revised Statutes 
Annotated (1939). 

If the vendor wishes to resort to fore- 
closure in equity he may do so in which 
event the refund statute does not apply. 
A power of sale and deficiency judgment 
form of contract is recommended and 
foreclosure in equity in event of default. 
MONTANA: The conditional sale to be 
good against bona-fide purchasers, mort- 
gagees, or attaching creditors, must be 
filed (or a true copy certified by the 
county clerk and recorder) with the 
county clerk and recorder of the county 
wherein the property is located. 

Satisfaction is noted on record and at- 
tached to the original of the contract. 
Chap. 70. Montana Law 1943. 

The contract may authorize the sheriff 
to take possession of the property in case 
of default, sell it after notice as provided 
for in all sheriff’s sales of personal prop- 
erty, and apply the proceeds in the usual 
order. Sec. 7597 The Revised Code of 
Montana. 

But if the vendee surrenders posses- 
sion without cost and expense to the 
vendor and provided he has paid at least 
33-1/3 per cent with interest, the vendor 
shall not be entitled to a deficiency judg- 
ment. Same section as above. 

For special filing provisions regarding 
contracts for livestock see Sec. 9297. 

Foreclosure in equity as in the case of 
a chattel mortgage may be had. 

But the vendor usually has one of 
three choices: 

1.Treat contract as abrogated and re- 
take. 

2.Retake the property but still treat the 
contract as in force and sue for damages. 

3.Waive the breach and sue for the 
purchase-price. 39 Mont. 244. 
NEBRASKA: In order to be _ valid 
against third parties a conditional sale 
must be signed by the vendee and be filed 
(or a copy) in the office of the clerk of 
the county where the vendee resides. It 
is then good for 5 years but the validity 
may be preserved if within 30 days prior 
to the expiration of the 5 years the 
vendor files the contract or copy in the 
clerk’s office annually thereafter. 1941 
Supplement Compiled Statutes of Ne- 
braska. Ch. 36, Sec. 208. 

Fixtures may be removed by agree- 
ment or intention as between vendor and 
vendee. Machinery will be regarded as 
personalty even though physically at- 
tached to the realty. But their removal 
must not cause any substantial damage 
to the freehold. 121 Nebr. 784. 

This state observes the election of 
remedy doctrine. But if the vendee has 
paid 1/3 of the price he has a right of 
redemption. The vendor on retaking must 
hold the property 20 days and if the 
vendee pays the balance and reasonable 
costs, the vendor must redetiver the 
property. Revised Statutes of Nebraska 
(1943) 69-301. 

Foreclosure by sale is not established 
by statute or decisions in this state. 
NEVADA: This state recognizes the 
validity of conditional sales and there is 











no statutory requirement for their re- 
cording except as to railroad or street 
railway equipment or rolling stock. Be- 
sides the right to retake or sue, the 
supreme court has held that the vendor 
may provide in the contract to repossess, 
sell, or credit upon the unpaid balance 
the fair market value of the property and 
recover any balance still owing. 44 Nebr. 
442. 


NEW HAMPSHIRE: A conditional 
sale is good in this state against attach- 
ing creditors and subsequent purchasers 
if a memorandum of the sale signed by 
the purchaser witnessing the lien, stating 
the sum due, with an affidavit signed by 
both seller and purchaser as to the 
amount due and that the lien is a just 
lien, be filed in the town clerk’s office 
where the purchaser resides. Revised 
Laws of N. H. (1942) Ch. 262, Secs. 
29-36. 

As to fixtures, an agreement between 
the vendor and the vendee that they shall 
remain personalty will generally be up- 
held. 71 N. H. 160. 

Retaking is considered in this state as 
only one of the remedies open to the 
vendor to the extent of the satisfaction 
of his claim. He may also sue for the 
price after giving due credit. 84 N. H. 59. 

The vendor may foreclose in equity. 
And he may foreclose under the chattel 
mortgage statute. 72 N. H. 107. 


NEW JERSEY: New Jersey has en- 
acted the uniform Act, which though not 
entirely uniform in every respect, is so 
similar to the Arizona Act that reference 
is here made to the subject matter under 
that state. For detailed provisions of the 
statute, see N. J. Annotated Statutes, 
Title 46: 32-1 to 46:32-33. 


NEW MEXICO: Conditional sales to 
be valid against subsequent mortgagees 
in good faith, purchasers for value with- 
out notice, subsequent judgment or at- 
taching creditors without notice must be 
recorded or filed in the office of the 
county clerk of the county where the 
property is situated. 

The instrument must be acknowledged 
by the seller. New Mexico Statutes An- 
notated Secs. 51-1101 to 1104. Sec. 63-507. 
. For form of acknowledgement see Sec. 
46-108. 

The recording is valid for six years 
from date of maturity. 

Besides the two alternative remedies 
of repossession and suit, New Mexico 
courts have held that when the contract 
is drawn to give the vendor the right, 
he may repossess, sell, apply the proceeds 
to the debt and recover the deficiency by 
suit. 


NEW YORK: This state has a uniform 
‘Conditional Sales Act. 

It is in substance like the Arizona Act, 
summary of which may be found under 
the heading of that state. 

It is ,recommended that the Acts be 
studied separately with any annotations 
-of local interpretations. 

The statutes covering the  seller’s 
remedies may be found in McKinney’s 
Consolidated Laws of New York (An- 
notated) Book 40, Secs. 76-80g. 
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Under your plan of financ- 
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The uniform portion Act does not 
apply to goods or materials furnished 
under or for any public contract or pub- 
lic improvement. The New York Act 
carries a special requirement for filing of 
such contracts. Consult the Act in mat- 
ters of this sort. 

Conditional sales contracts for $1500 
or less of goods for any use other than 
commercial or business use are governed 
by special statute. This regulates the 
form, contents and type of the printed 
contract. For a printed form Julius Blum- 
berg, Inc., Law Blank Publishers, 71 
Broadway, New York, N. Y., is sug- 
gested. ; 

For filing of conditional sales contracts 

in the office of the New York City Reg- 
ister, see New York City Administrative 
Code, Sec. 1052-17.0. 
NORTH CAROLINA: In this state, 
conditional sales to be valid against 
creditors and purchasers for value must 
be in writing and registered in the same 
manner as chattel mortgages in the county 
where the purchaser resides. General 
Statutes of N. C. 1943. Sec. 47-23. 

The contract is first filed with the 
clerk of the Superior Court who turns 
it over to the Register of Deeds to be 
recorded after adjudging it to be correct. 
Sec. 47-14. 

For form of acknowledgement see Sec. 
47-38. 

A special form of certificate is neces- 
sary in case of a married woman, also 
in case of husband and wife. Sec. 47-39 
and 47-40. 

The period of validity is 15 years but 
it may be renewed prior to expiration by 
an affidavit by seller. Code of N. C. 
a 2594 (5); General Statutes 45-37 
(5). 

Cancellation is noted on the margin 
and indexes. Sec. 45-40. 

As to fixtures the parties may agree 
that they are to remain personalty, but 
severance must not be made if material 
injury to the freehold ensues. 

Remedy under a conditional sale is the 

same as in chattel mortgages. Repossession 
is only an incident to the right to fore- 
close. General Statutes of N. C. (1943) 
Sec. 45-24. 
NORTH DAKOTA: A conditional sale 
to be valid against third parties must 
be in writing and filed and indexed the 
same as a mortgage of personal property. 
N. D. Revised Code of 1943. 

The filing is good for 3 years but may 
be renewed within 90 days preceding ex- 
piration by filing copy of contract and 
statement owing, sworn by vendor or his 
assignee. 

The contract should be signed by vendee 
in the presence of 2 witnesses who must 
also sign as witnesses; or he must 
acknowledge. 

Cancellation signed by vendor must be 
recorded. Secs. 35-0403, 0410, 0412. 

For form of acknowledgement see Sec. 
49-1927 and 1928. 

On breach of the terms of a condi- 
tional sales contract the vendor may elect 
to recover possession of the property or 
waive title to it and sue for the value 
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or selling price. He cannot do both and 
apparently no other forms of relief have 
been adjudicated by the supreme court in 
this state. 
OHIO: To be good against third parties 
a conditional sales contract must be in 
writing, signed by the purchaser. A state- 
ment under oath by the seller (not at- 
tached to it) as to the amount of the 
claim and the contract (or a copy with a 
further affidavit that it is a copy) must 
be deposited with the county recorder 
of the county where the purchaser resides. 
General Code Sec. 8568. 

The title-retention provision is void 
after 3 years unless there is a refiling. 

As to fixtures, the question is usually 
resolved by agreement between the vendor 
and vendee. 


Ohio, like Missouri has a refund statute 
requiring the vendor to refund or tender 
to the vendee (or assignee) (if the vendee 
has paid 25 per cent or more) all money 
paid by' the vendee less a reasonable com- 
pensation for the use of the property not 
to exceed 50 per cent of such payments, 
and less reasonable compensation for 
breakage or damage to the goods. The 
following articles are excepted: ma- 
chinery, equipment and supplies for rail- 
roads and contractors, for manufacturing 
brick, cement and tiling, and for quarry- 
ing and mining purposes. Throckmorton’s 


Ohio Code 1940 Sec. 8570. 


The effect of this statute cannot be 
waived but the statute has no effect 
where the vendor forecloses in equity. 


This refund statute makes conditional 
sales much less popular in Ohio than 
chattel mortgages. 


OKLAHOMA: A _ conditional sale 
should in order to be valid against every- 
body, be deposited (or a copy) in the 
office of the register of deeds in and for 
the county where the property shall be 
kept. Okla. Statutes Annotated Title 60 
Sec. 318. 


The contract is to be signed and 
acknowledged by the purchaser, or it 
may be witnesseld by two witnesses. 

For forms of acknowledgement see 
Title 16, Sec. 33. 

Cancellation must be effected in the 
registry of deeds. 

The filing is good for three years but 
may be renewed for successive like 
periods if the seller within 30 days before 
expiration files the necessary affidavit. 

As to fixtures, machinery, windmills, 
lightning rods and other articles affixed 
to the realty and removable without mate- 
rial injury to the freehold remain the 
property of the seller and may be re- 
moved if the contract is recorded accord- 
ing to the requirements of the Oklahoma 
statute. 15 Okla. 87. 

A broad protection is afforded to those 
who furnish materials, machinery and oil 
well supplies used in digging, drilling, tor- 
pedoing, completing or repairing any oil 
well or gas well in the state. Such sup- 
pliers are given a lien preferred over all 
other liens or encumbrances subsequent 
to the commencement of furnishing the 
supplies. See Title 42, Secs. 144-151. 

This state follows the election of 








remedy doctrine, but it will enforce the 
terms of a contract giving the vendor 
right to rescind the contract, retain all 
amounts paid and making the venduee 
further liable. The court ignored the 
power of sale provision on the ground 
that there is not foreclosure in equity 
available to a vendor in a conditional 
sales contract. 171 Okla. 338. 


OREGON: Conditional sales are not 
required to be filed for record unless they 
cover fixtures or property to be attached 
to real estate. 


If the articles are of such nature, the 
contract to be good against third parties 
must be filed in the county clerk’s or 
county recorder’s office of the county 
wherein such property and real estate is 
situated. 


A memorandum of the sale must be 
filed within 10 days after the property 
is attached to the real estate, stating its 
terms and conditions, together with a 
brief description of the personal property 
and signed by the vendor and vendee, 
and a notice indorsed thereon or attached 
thereto signed by the vendor describing 
the real property. Oregon Compiled 
Laws Annotated. Sec. 71-201. 


Many articles which can be removed 
without material injury to the freehold, 
however, are held not fixtures and a con- 
ditional sale for them need not be filed. 
Electric ranges installed in an apartment 
house connected by electric cord and 
plug, and an oven vent pipe to the flue 
are not considered fixtures in Oregon. 
141 Ore. 298. 


Cancellation must be entered of record 
upon full performance by purchaser. 


The duration of the lien is three years 
from the date of maturity, but it may 
be renewed for an additional 3 years by 
affidavit filed by vendor. Sec. 68-207. 


The conditional sale to be recorded 
should undoubtedly be acknowledged as 
in the case of a chattel mortgage although 
not expressly required by statute. 


Although Oregon follows the election 
doctrine it also enforces the terms of con- 
tracts which provide for the vendor spe- 
cific remedies as by repossession, power 
of sale, crediting proceeds and recovering 
any balance. 96 Ore. 438. 


PENNSYLVANIA: This state has a 
uniform Act but there are departures in 
the uniformity found in the Arizona Act. 
The contract or copy is to be filed with 
the prothonotary in the county in which 
the goods are first kept. In these respects 
the uniformity is preserved. 

The portion of the statute relating to 
fixtures is unique in this state from the 
other states having the uniform Act. 
When goods are attached to the realty 
they may be removed by the vendor if 
prior to affixing them, the contract or a 
copy, together with the statement briefly 
describing the realty and stating the 
goods are to be affixed if filed with the 
prothonotary. However, the owner or prior 
encumbrancer may require the seller to 
furnish a bond to protect him from loss 
or damage to the realty. The bond is to 
be conditioned for the immediate making 
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of repairs and is to be furnished before 
commencing removal of the goods. 

As to remedies they are like those 
found in the Arizona (and other) uni- 
form Acts. 

See Purdon’s Penna. Statutes Anno- 
tated. Title 69. Also 1943 Cumulative 
Pocket Part. 

It is important for those who deal in 
title-retention instruments in this state 
to take note that conditional sales are 
not commonly used here, except in the 
case of fixtures. The bailment lease is 
used in this state much more generally. 
The bailment lease purports to be only 
a loan of the goods at a stipulated rentai. 
On the face of the instrument the bailor 
does not intend to part with his title at 
any time. Theoretically the bailee can 
never get title. But what usually hap- 
pens is that when the article has been 
paid for the vendor forgets about it and 
the vendee keeps it as his own. Some- 
times the lease is worded to the effect 
that at the end of a certain rental period, 
the vendee has the option of purchasing 
the article for $1.00. The courts might, 
however, declare this to be a conditional 
sale. The recording features of the uni- 
form Act have no application to bailment 
leases as such, therefore the bailment 
lease enjoys a tremendous popularity in 
Pennsylvania. 

It might be said here too, that a con- 

ditional sale and bailment lease are subor- 
dinate to the landlord’s rent claim in this 
state. Therefore a vendor or lessor 
should obtain a landlord’s waiver before 
selling. 
RHODE ISLAND: This state recog- 
nizes the validity of conditional sales con- 
tracts but has no statutory requirements 
for the filing or recording of them ex- 
cept in the case of railroad equipment 
and rolling stock. 

A penal statute protects the vendor 
from the selling, conveying or conceal- 
ing by the vendee of personal property 
under a conditional sale before it is fully 
paid for. 

As to fixtures, vendors are at a dis- 
advantage in this state. Though a ven- 
dor and vendee may agree that fixtures 
are to remain personalty and the vendor 
may remove as between the vendee and 
himself, such agreement will not affect 
the rights of a third person without 
notice. 51 R. I. 153. 

Under a reservation of title form the 

vendor must elect to retake or sue. How- 
ever, if the contract gives the vendor the 
right to retake, and after resale and ap- 
plication of proceeds to the balance, col- 
lect the balance, the court will enforce 
the contract. 
SOUTH CAROLINA: To be good 
against third parties, a conditional sale 
must be recorded in the manner of record- 
ing mortgages of personal property. 
Civil Code of S. C. (1942) Sec. 7047. 

The instrument is to be recorded in 
the’ office of mesne conveyances or clerk 
of court in those counties where the 
office of mesne conveyances has been 
abolished. It is to be recorded in the 
county where the vendee resides. 

Conditional sales of household fur- 


niture and furnishings, appliances, re- 
frigerators, radios and musical instru- 
ments must be recorded within 5 days 
from the time of execution to be valid 
against the lien of the landlord for rent. 

The original instrument must be 
probated (oath of a subscribing witness 
that he saw the’ instrument signed, sealed 
and delivered). ~ 

The lien is good for 3 years but may 
be renewed for additional periods of 3 
years by a statement and affidavit of ven- 
dor. Secs. 8876, 8877. 

For satisfaction of record see Secs. 
8702-8704. 

As to fixtures the law protects the 
vendor broadly if the conditional sale is 
properly recorded. 120 S. C. 481. 

As to remedies this state looks upon 
a conditional sale as purely a chattel 
mortgage. Therefore the vendor pro- 
ceeds with taking possession of the chat- 
tel, advertising, selling and applying pro- 
ceeds to the debt, and paying the surplus 
if any to the vendee. 202 S. C. 498. 
SOUTH DAKOTA: ‘This state has a 
uniform Act being Chapter 54.02 of the 
South Dakota Code of 1939. 

The filing place is the office of regis- 
ter of deeds instead of county recorder 
as in Arizona. 

The original period of validity is 6 
years instead of 3 as in Arizona, and 
renewal is to be made within 30 days 
insteal fo 60. 





For general tenor of the law see un- 

der “Arizona.” 
TENNESSEE: In this state a condi- 
tional sale is void unless it is evidenced 
by a wrtiten contract or memorandum 
executed at the time of sale. Tennessee 
Code (Williams) Sec. 7286. 

If it is a pure conditional sale it need 
not be recorded, but if it pertains of the 
nature of a chattel mortgage it must be 
registered. 70 Fed. (2nd) 100. 67 Tenn. 
65. i 

It should be signed by at least the 
vendee but preferably by both parties. 

The Tennessee courts less stress on 
the need of describing the property ade- 
quately in the contract. 

The vendor’s right in a conditional sale 
is a lien and therefore is not barred in 
6 years even if the original note was sub- 
stituted by a new one upon expiration. 
21 Tenn. App. 346. 

The title in vendor to fixtures is good 
against creditors and trustees in bank- 
ruptcy if the contract is in writing but 
this principle is not extended to innocent 
purchases and morgtagees of the realty. 

Fencing materials used in erection and 
repair of fences remain in character as 
personal property until fully paid for, 
by statute. Sec. 7297. 

The remedy is specifically set forth 
in a statute which must be followed ex- 
actly. It is similar to foreclosure pro- 
ceedings in the case of a chattel mort- 
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gage. Williams Tenn. Code (1934) 
Secs. 7287-7291. 

Although this statutory formula must 
be followed strictly, the supreme court 
has held that it is an additional remedy 
to equity proceedings. 

Vendor can always sue for the price. 
TEXAS: By statute conditional sales 
as such are not recognized in this state, 
but (except as to conditional sales of 
railroad equipment and stock) are spe- 
cifically designated chattel mortgages and 
must be registered as chattel mortgages. 
99 Texas 93. Texas Civil Statutes Art. 
5489. 

While conditional sales are defined as 

chattel mortgages a vendor may retake 
or sue. But he makes an election. For 
other remedies he must proceed as un- 
der a chattel mortgage. 
UTAH: Conditional sales as such (ex- 
cept as to railroad equipment and rolling 
stock and conditional sales and leases 
of livestock) do not require recording: in 
order to be good between the parties and 
as to third persons. 78 Utah 116. Utah 
Code (1943) Sec. 13-0-16. 

If the contract is drawn in such a way 
as to give the effect of a chattel mortgage 
(such as implying that title is in vendee) 
it must be executed and recorded as a 
chattel mortgage. Sec. 13-0-16. 

For leases and conditional sales of 
livestock see Sec. 33-3-1. 

Fixtures remain property of vendor 
but to have effect against third parties a 
chattel mortgage should be used which 
can be recorded. 

This state observes the election of 

remedy doctrine and law is not well de- 
veloped as to whether power of sale 
form would be available. 
VERMONT: Conditional sales to be 
good against attaching creditors and sub- 
sequent purchasers without notice must 
comply with recording laws. The vendor 
must take a written memorandum signed 
by the purchaser, witnessing lien and the 
sum due thereon, and record it in the 
office of the clerk of the town where the 
purchaser of the property resides within 
30 days after the property is delivered. 
Act of 51 of 1937, General Assembly of 
Vt. 

Satisfaction is made on margin of 
record or by entry on original instrument 
and recorded. 

The validity extends for 6 years. 

As to fixtures, these generally go with 
the land and vnedors are at some disad- 
vantage here as to third persons. How- 
ever, if the realty of mortgaged and the 
fixtures are annexed afterward under a 
conditional sales contract, the vendor will 
be favored. 71 Vt. 28. 

The state has a statute making resale 
compulsory after repossession. For details 
of procedure see Sec. 2708 of Public 
Laws of Vermont (1933). 
VIRGINIA: A conditional sales con- 
tract to be good against creditors who 
acquire a lien on the goods and pur- 
chasers from vendee, must be in writing, 
signed by vendor and vendee, the amount 
due must be stated, when and how pay- 
able, a brief description made of the 
goods, and the terms of the reservation 
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stated; this must be filed for docketing. 
It is to be filed with the clerk of the 
county or corporation where the goods 
may be, within 5 days from delivery of 
the goods. Virginia Code of 1942, Sec. 
5189. 

Cancellation is effected by vendor on 
the margin or makes an affidavit and 
authorizes the clerk to make the entrv. 

Acknowledgment is a prerequisite to 
registration. 

When the contract is docketed as re- 
quired by law the conditional vendor’s 
title to fixtures is good against pur- 
chasers and mortgages of vendee. 109 Va. 
382. 

For the size of type of printed forms 
see Sec. 5562A. 

The remedies to a seller in Va. are 
summed up as follows: 

1. peaceful possession. 2. action at 

law for purchase price. 3. suit in equity 
to foreclose lien. 4. to proceed under Sec. 
5190 Virginia Code 1942 (possession, sale 
and deficiency judgment. 5 action of de- 
tinue. 
‘WASHINGTON: Conditional sales of 
over $50 to be good against third persons 
must be filed within 10 days after vendee 
takes possession. A memorandum is to 
be filed stating the terms and conditions, 
including rate of interest and purchase 
price, insurance and other charges, signed 
by vendor and vendee, and filed in audi- 
tor’s office in the county where the vendee 
resides. 

Contracts for fixtures must contain a 
description of the real estate and ust 
be filed, recorded (in addition to other 
filing) and indexed in the record of mort- 
gages in the auditor’s office of the 
county wherein the land which the 
building occupies is situated. 

Remington’s Revised Statutes of Wash. 
1940. Annual Pocket Part for Vol. 5, 
Secs. 3970, 3791. 

Cancellation must be entered of record. 

The validity extends for 6 years. 

This state follows the Michigan rule 
implicitly. Under a naked reservation 
of title, the vendor may retake or sue. 
If the contract is drawn with the usual 
repossession, power of sale and deficiency 
provisions, the courts will say it is a 
chattel mortgage and therefore every step 
outlined for the foreclosure of chattel 
mortgages must be strictly followed. 
WEST VIRGINIA: This state has a 
uniform Act. For general requirements 
see under “Arizona.” The place cf filing 
is the county clerk. 

See West Virginia Code Secs. 4007- 

4038. 
WISCONSIN: This state has a uniform 
Act. ‘The place of filing is in the office 
of the register of deeds. The amount of 
the sale must exceed $10.00. See under 
“Arizona.” 

See Secs. 122.01 to 122.27. 

For: quality and size of paper, etc., for 
filing see 1943 Wisconsin Statutes Sec. 
59.51 (11). 


WYOMING: Conditional sales in this 
state to be valid against any purchaser 
or judgment creditor without notice, 


must be in writing, signed by vendor and 
vendee, and original or copy, must be 
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filed in the office of the county clerk of 
the county where the property is located. 
There must be attached to the instrument 
so filed an affidavit of the vendor set- 
ting forth the names of the vendor and 
vendee, with a description of the property 
transferred and the full and true interest 
of the vendor: 

The validity extends for 6 years but 
may be renewed for additional periods of 
six years if prior to expiration a similar 
affidavit is filed. 1940 Supplement to 1931 
Wyoming Revised Statutes. Sec. 98- 
1901. 

Cancellation is entered of record. 

The vendor may retake, sue and a 
contract which provides for repossession, 
resale and deficiency will be sanctioned. 
13 Wyo. 358. 


Conclusion 


In the foregoing condensed sum- 
mary it has not been possible to treat 
on the requirements in each state 
pertaining to the execution and 
filing of conditional sales contracts 
covering railroad equipment and 
rolling stock. Nor has the subject 
of recording the liens under condi- 
tional sales contracts of motor ve- 
hicles been covered. Both these 
items have become in most states 
subject to special regulation and 
totally different than that governing 
the sale of other merchandise under 
title-retention contracts. When 48 
state legislatures and 48 state su- 
preme courts have laid down their 
own systems on this one subject of 
conditional sales contracts one 
simply cannot cover every part of 
the field in a single article. But it 
is hardly likely that purveyors of 
railroad equipment and motor ve- 
hicles will comprise any consider- 
able percentage of the readers of 
this article. 


Effect of Taxes 
on Future Business 


(Continued from page 9) 


eral government’s chief source of 
revenue. It cannot get along with- 
out it, and, moreover, it can impose 
and collect such a tax far more effi- 
ciently than can the states. 


All real property owned by the 
federal government and its agencies 
ought to be fully taxable by the 
states and their local communities, 
except only property devoted to 
purely governmental puxposes. Also, 
all federal agencies themselves 
should be fully subject to tax except 









those performing purely govern- 
mental functions. 

The exemption of federal bonds 
and the interest thereon from state 
taxation and the exemption of state 
and municipal bond interest from 
federal taxation ought to be. re- 
moved, but this ought to be done by 
a constitutional amendment which 
will protect the exempt status of 
outstanding issues. 

A more complete separation of 
taxing powers between the federal 
government and the states would be 
a great benefit to taxpayers, since 
it would avoid a multiplicity of re- 
turns, payments, audits and exami- 
nations. But that would not be the 
chief value of such a coordination 
policy—its chief value would lie in 
the greater protection and indepen- 
dence which it would afford the 
states and the greater ability it 
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would confer upon them to collect 
their own revenues to meet their 
own needs, without interference or 
dictation by Washington. 

The states ought also to continue 
their efforts to eliminate duplicate 
and overlapping state taxes, and in 
this they ought to have the help of 
Congress, particularly in devising a 
fair and sensible system of state 
taxation of interstate commerce. 

I do think that Congress has 
shown a very definite desire to re- 
turn to a safe and sound tax policy 
which will support our system of 
private enterprise, stimulate produc- 
tion and add to the happiness and 
well-being of all classes of our citi- 
zens. Certainly Congress kept the 
faith in the transition tax bill and 
in the promptness with which it was 
enacted. Also, the Treasury De- 
partment’s approach to our tax 
problems in presenting its program 
for transitional tax relief was, on 
the whole, admirable. 


Ve Peclideasot 
British Credits 


(Continued from page 12) 


United States, England and the 
other members of the British Com- 
monwealth of Nations must be pre- 
pared to throw their entire influ- 
ence in such a conference towards 
the reduction of trade restrictions 
and barriers. Along with all other 
nations we must be prepared to 
make substantial concessions in 
order to give trade its initial im- 
petus. Our joint willingness to do 
so would follow the solution of 
England’s external financial prob- 
lems. 

Its great economic resources 
place a peculiar obligation upon the 
United States to play a role of con- 
structive leadership in world eco- 
nomic affairs. Our primary goal 
must be that of promoting multi- 
lateral trade. For multilateral trade 
alone will make most effective use 
of the resources of the world, 
thereby making possible a maximum 
increase in living standards. The 
first step in the attainment of this 
goal is the extension of financial 
assistance to Britain. The second 
is a successful international trade 
conference at which the signatory 
members agree to an elimination 


CREDIT AND FINANCIAL MANAGEMENT, January, 1946 


of trade barriers, restrictions and 
preference. The United States 
must assume responsibility for the 
first and can exert great influence 
in achieving the second. States- 
manship of the highest order is 
needed to lay the economic basis of 
a prosperous and peaceful world. 
Immediate action is required. Time 
presses and delays will prove dis- 
astrous. 





1Some Aspects of American Foreign Eca- 
nomic Policy, an address before the Executives’ 
Club of Chicago, September 15, 1944. 
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Amended “G.I. Law” Enables Veterans to 
Use Loans to Buy Goods or as Capital 


Amendments to the so-called G. I. Bill 
of Rights or Servicemen’s Readjustment 
Act of 1944 were passed by the Congress 
late in December and approved by Presi- 
dent Truman shortly after Christmas. 


These amendments are of special inter- 
est to credit men as they change the pro- 
visions for making loans both for business 
enterprise and for purchase of homes. 


One important amendment cuts through 
former red tape so that the veteran may 
now use his discharge papers in lieu of a 
certificate of eligibility which he formerly 
had to obtain from the Veterans’ Admin- 
istration. The amended bill also increases 
the time for taking advantage of the 
benefits. It also provides that the eligible 
veteran may apply to any established lend- 
ing agency set forth in the bill for a loan 
for the purpose specified in Title 3 in 
any amount that may be agreed upon 
between the lender and the veteran, and 
that once the loan is made by the lender, 
he would be automatically guaranteed up 
to 50% of the loan by the Administrator 
of Veterans’ affairs, provided, however, 
that the aggregate amount guaranteed 
shall not exceed $2,000. 

In case of private lenders the approval 
of the Veterans’ Administrator must be 
obtained in advance. 

Section 503 of the Servicemen’s Re- 
adjustment Act is amended to read as 
follows :_ 

“Section 503. Any application made 
under this title for the guaranty of a 
loan, the proceeds of which are to be 
used for the purpose of engaging in busi- 
ness or for the purpose of pursuing a 
gainful occupation, whether full time or 
part time, or for the cost of acquiring 
for such ‘purpose land, buildings, supplies, 
equipment, machinery, tools, inventory, 
stock in trade, or for the cost of the 
construction, repair, alteration, or im- 
provement of any realty or equipment 
used for such purpose, or to provide the 
funds needed for working capital, may be 
approved on a secured or unsecured basis 
by the Administrator of Veterans’ Affairs 
if he finds— 

“(1) that the proceeds of such loan will 
be used for any of such purposes in con- 
nection with bona fide pursuit of such 
business or gainful occupation by the 
applicant ; 

“(2) that: such property will be useful 
in and reasonably necessary for the ef- 
ficient and successful pursuit of such 
business or occupation ; 

“(3) that the ability and experience of 
the veteran, and the conditions under 
which he proposes to pursue such busi- 
ness or- occupation, are such that there is 
a reasonable likelihood that he will be 
successful in the pursuit of such business 
or occupation; and 

It will be noticed from the above that 
a portion of the loan can be used for 
“supplies, equipment, machinery, tools, 
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inventory, stock in trade—or to provide 
the funds needed for working capital.” 
This is in accordance with the amendment 
endorsed by the National Association 
of Credit Men to broaden the field in 
which veterans could use their so-called 
G.I. loans: The original bill limited 
the plan to the purchase of buildings 
used for a business or for the purchase 
of a ‘going business,” including the orig- 
imal stock of goods. 


Order Without Price 
Is Not Enforceable, 
U. S. Court Decides 


Judge William H. Kirkpatrick, of the 
U. S. District Court in Philadelphia, ruled 
on January 2 that’ contracts “which do 
not specify a price at which goods are 
sold, nor prescribe a method by which 
a price can be fixed, are not enforceable.” 
Judge Kirkpatrick, in his opinion, stated: 
“In spite of understandable reluctance of 
courts to hold that parties who have 
signed a document apparently significant 
have failed to consummate any legally 
binding agreement, the law, with in- 
escapable logic, declares that purported 
agreements of sale, executory in char- 
acter, which contain no terms fixing any 
price and provide no method by which 
a price can be fixed, are not contracts 
and are wholly unenforceable. They are 
at best agreements to agree.” 

In this particular case, an order was 
placed for a certain quantity of men’s 
underwear. A part of the order was de- 
livered but the seller refused to complete 
the order and was sued for breach of 
contract. 

“The pleaded document,” Judge Kirk- 
patrick said, in his ‘opinion, “does not 
constitute an enforceable contract. This 
is the rule in New York, the law of 
which state governs, as both parties 
agree. However, the principle is general, 
and so far as I know, is the law every- 
where.” 

Judge Kirkpatrick dismissed the suit 
solely on the grounds that the “contract” 
is not enforceable because it lacks specific 
prices and does not provide a method for 
fixing any price. 

This decision is of special interest in 
connection with the chapter on the Law 
of Contracts in the 1946 Credit Manual 
of Commercial Laws where it is pointed 
out that all contracts, to be valid and en- 
forceable, must .contain the following 
requisites : 

1. An offer and acceptance. 

2. The parties to the agreement must 
be competent to contract. 

3. The subject matter of the contract 
must be one which contemplates an act 
which is not illegal. 








4. There must be a sufficient considera- 
tion for the agreement. 

On this subject of consideration, also, 
it will be of interest to read the general 
heading on this subject starting on page 
13 in the 1946 issue of the Credit Manual. 





Tax Court Restricts 
Revenue Bureau on 
Law Interpretation 


The United States Tax Court has de- 
cided against the Internal Revenue 
Bureau to the effect that the government 
is prohibited from employing the Federal 
tax law relief provisions which a cor- 
poration has not used to increase the 
corporation’s tax liability. The decision 
came about in an appeal made by the 
Hales-Mullaly, Inc., of Oklahoma where 
advertising and publicity expense deduc- 
tions during the excess profits base period 
were involved. 

The company had not elected to charge 
to capital accounts any part of its ex- 
penditures for advertising or promotion 
of good will in any of the years under 
question, although it is permitted to do 
so under the tax law. 

On its own initiative, the Internal 
Revenue Bureau revised the company’s 
net income for the base years by dis- 
allowing part of the advertising and pub- 
licity expenses, with the result that the 
company’s excess profits tax credit was 
reduced. The Tax Court flatly rejected 
the Bureau’s argument and stated in its 
opinion that it is a well established rule 
that relief provisions are to be liberally 
construed in favor of the tax payer in 
order to grant the relief they were meant 
to provide. 


Supreme Court Rules 
Tax Tribunal Only Has 


Interpretation Right 


In a 7-1 decision by the U. S. Supreme 
Court on Jan. 6, the high tribunal ruled 
that the U. S. Tax Court had supreme 
authority in determining the interpreta- 
tions of the Federal income tax law. The 
case in point involved the matter of in- 
terest deductions and came about through 
a decision on two cases. 

In one case, that of the John Kelley 
Co., the Tax Court had ruled that pay- 
ments made by the corporation to holders 
of obligations were, in fact, interest pay- 
ments, and therefore deductible. 

In the Kelley case, the débentures had 
actually been sold and therefore the obli- 
gations carried “an indicia of indebted- 
ness.” In the Talbot case, the Tax Court 
found that notes were issued in exchange 
for corporation stock under a reorgani- 
zation plan. The Tax Court held that 
this was merely a subterfuge for a stock 
issue, and so any payment made on such 
debentures was in reality a dividend and 
thus not deductible by the corporation. 
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M. E. Garrison Wins 
Praise for Soldier 
Management Plan 


' | Wichita: M. E. Garrison, Secretary- 
Treasurer of the Wichita Association of 
Credit Men, is receiving the congratula- 
tions of the members of his organization 
and of many business men in the lower 
portion of Kansas on the results of two 
trusteeships handled by the Business Ser- 
vice Department of the Wichita Asso- 
ciation of Credit Men under Mr. Gar- 
rison’s supervision. Mr. Garrison is quite 
proud of the results of this “business con- 
servation” program by which the interest 
of the owners, who had been inducted 
into the armed services, were protected 
and the businesses turned back debt free 
and in some cases with a healthy increase 
in net. worth. 


There were altogether eight business 
houses which were operated during their 
owners’ absence, under Mr. Garrison’s 
supervision. The last of the “war man- 
agement” ventures were closed off early 
in December when two returned service- 
men partners in a chain of drug stores 
found that Mr. Garrison had paid off 
$30,000 in debts, increased the inventory 
by $10,000 and turned back $25,200 in 
cash besides. 


In another case the management of a 
chain of restaurants was taken over when 
the owner was drafted into the service. 
The liabilities in this case totalled $26,000, 
plus money advanced by the owner’s wife 
to the amount of $7500. By consolidating 
the restaurants and changing the output 
of the bakery, and through other man- 
agement innovations, Mr. Garrison was 
able to turn back the property when the 
owner returned from service with all 
debts paid and a substantial bank balance. 


Mr. Garrison received some excellent 
publicity in the Wichita papers relative 
to his success in these “war management” 
ventures. 


Kansas City: “The Credit Women’s 
Club of the Kansas City Association of 
Credit Men will hold its regular monthly 
dinner meeting January 9, 1946, at the 
Business and Professional Women’s Club 
Room. The guest speaker of the evening 
will be Miss Mary Latshaw and her sub- 
‘ect will be “The New Year for women 
in business.” 


Michigan Regents Go To 
Cost-Plus Contract 
For New Dormitories 


According to information received from 
Michigan, the State Board of Agricul- 
ture and the Regents of the University 
of Michigan have adopted the policy of 
letting contracts for buildings on the 
Michigan State College campus and the 
University of Michigan on a cost-plus a 
fixed fee basis. In both of these cases 
the usual payment bonds for the protec- 
tion of material men have been omitted. 
This seems to be a case for credit men 
to watch carefully. The two state boards 
found it impossible to get a satisfactory 
contract at a fixed fee. Because of the 
unsettled conditions and because of the 
urgent need for additional temporary 
buildings, the cost-plus a fixed fee plan 
was adopted. It was announced that as 
the boards would have continuous audits 
of the contractors’ operations, it would 
not be necessary to set up the usual pay- 
ment bond. 


Charles A. Wells Heads 


Large Dry Goods Firm 


Pittsburgh — Charles A. Wells has 
been named President of the Arbuthnot- 
Stephenson Co., Inc., one of the leading 
wholesale dry. goods corporations in this 
area. Mr. Wells, a former president of 
the National Association of Credit Men, 
came with the Arbuthnot-Stephenson Co. 
a year ago from St. Joseph, Missouri. 
For the past year he has held the posi- 
tion of Executive Vice-President. At 
the meeting of the Board of Directors 
early in December three of the top offi- 
cers of the Arbuthnot-Stephenson Co., 
who had been in service with that com- 
pany fifty years or more, were retired. 

Mr. Wells announced a number of 
innovations in sales plans for the new 
year. 


New Manual Mailed 


All advance orders for the 1946 Credit 
Manual of Commercial Laws were sent 
by parcel post during the last week in 
December and the first week in January. 
The advance sales for this edition were 
the heaviest in several years. Less than 
10 per cent of the 1946 edition is left. 
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Membership Gain 
Of 1499 Secured 
In Eight Months 


Slight Decrease in 
Percentage of Gain Is 
Shown Since V-J Day 


The net gain in membership of the 
National Association of Credit Men from 
May Ist to the end of December was 
1499, as compared with a gain of 1477 
during the same period a year ago. The 
total membership count on January 1 was 
23,858, leaving a total of 1142 members 
to be obtained during the four months 
before the end of the fiscal year. This 
requires an average of 286 per month, 
which means a redoubling of membership 
efforts must, be made in order to wia 
the 25,000 goal set by the Board of Direc- 
tors at the start of the year. 

There has been some decrease in the 
monthly gain since V-J Day and there 
also has been a slight increase in the 
number of resignations. This condition, 
no doubt, will continue until reconversion 
is completed and general production and 
distribution finds itself on a unrestricted 
pace, 

The goal of 25,000 was set at a net 
gain of 10 per cent. In eight months, 
two-thirds of the fiscal year, the net gain 
is six and seven-tenths per cent. In other 
words about fifty-six percent of the quota 
has been gained in sixty-six per cent of 
the year, which is another way of saying 
that the campaign now is running a little 
bit behind the indicated time table. 








Commerce Dept. 
Issues Book on 
Sources of Credit 


The Bureau of Foreign and Domestic 
Commerce, of the Department of Com- 
merce, has just issued an _ interesting 
booklet entitled “Credit Sources for’ 
Small Business.” This book is intended 
to provide information, for those planning 
to enter business, as to how they may 
obtain financial assistance and also, as 
an aid to those now in business; in ob- 
taining a better financial background. 
This booklet is No. 46 in the economic 
series published by the Bureau of Foreign 
and Domestic Commerce. 
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Chattanooga Herd Is 


First in Membership 


Procurement Contest 


Les Fishbeck, Grand Exalted Super 
Zeb of the Royal Order of Zebras, an- 
nounces that Chattanooga has taken first 
place in the percentage standing in the 
membership trophy race covering the 
period from February 1 to October 1, 
1945. The standing of the Zebra Herds 
at the end of November was as follows: 


NS os ob ana hate 326.6% 
nme fees | fii Kk 215.9% 
TERED Sooo oss cisecwolen 177.0% 
Wren Fe kei ieee, ER 58.3% 
orcs Shoe ewi ahd 42.8% 
END BS b disib a tuk ~od vase 42.5% 
PEMD sos cacencaa deus 42.2% 
Ne ar Ceo 39.1% 
TR. 2 ap aesheceassctres 35.7% 
el i ne ee 30.0% 
BO PUGIIED osicciccccccce, 20.0% 


Super Zeb Fishbeck points out that 
although the trophy cannot be presented 
as there will be no National Convention 
this year, he will personally deliver the 
trophy suitably engraved to the herd hav- 
ing the highest percentage score after 
the close of the fiscal year on April 30. 





Six Zebras Named 


At New Orleans 


New Orleans: The New Orleans Herd, 
Royal Order of Zebras, elected the fol- 
lowing Zebras at its annual meeting, 
November 29: 

Richard A. Piske, Jaubert Brothers, 
Inc., Superzeb; T. J. Adams, Times 
Picayune Publ. Co. Most Noble Zeb; 
R. H. Dossat, Wheeling Corrugating Co., 
Royal Stripper; T. A. Shaw, Modern 
Appliance and Supply Co., Inc., Keeper 
or the Zoo; Simon Pailet, Godchaux 
Sugars, Inc., Three Horse Power Burro; 
J. B. Charles, N. O. Credit Men’s Ass’n., 
Zebratary. 

The meeting was followed by a buftet 
supper at the Jackson Brewing Company. 





Lee S. Buckingham, 
Former National 


Director Dies 


New York: Lee S. Buckingham, a 
former National Director and a former 
President of the New York Credit Men’s 
Association, died early in January. Mr. 
Buckingham served as president of the 
New York Association in 1931 to. 1933. 
At the time of his death he was Presi- 
dent of the Clinton Trust Company of 
New York, and President of the ‘New 
York Athletic Club. During 1942 he 
served first as acting head of the OPA 
in New York and later as State director. 
He resigned from this government post 
at the end of the year and had just re- 
turned to his position with the bank. 


Ad 





A letter from R. V. Cottingham, 
editor of The Victorian Creditman, 
published at Melbourne, Australia, 
tells of the organization of the 
Victorian Institute of Credit Men. 
This organization is made up of 


credit executives in both manufac- 
turing, wholesale and retail lines. 
Mr. Cottingham indicates that an 
effort will be made to extend the 
organization throughout Australia. 





Lexington Celebrates 
Successful Year with 
Yule Dinner Party 


Lexington—The annual Christmas din- 
ner party of the Lexington Credit Men’s 
Association was held at the Lafayette 
Hotel, Wednesday, December 12. The 
members and their families to the num- 
ber of nearly 200 joined. 

The entertainment committees with 
Charles C. Combest, of Van Deren Hdwe. 
Co., at the helm had arranged for an elab- 
orate dinner, a colorful entertainment of 
music and motion pictures, winding up 
with drawing for prizes in which event 
both local members and invited guests 
were the winners. President I. B. Jones 
presided and seated with him at the 
speaker’s table were Mr. S. J. Schneider, 
secretary manager of the Louisville Asso- 
ciation, and Mr. J. K. Scoggan, treasurer, 
Louisville Association. Mrs. Katherine 
Adcock, vice president of the Lexington 
Association, Director Frank J. Korb, Jr., 
and James Ernest, membership chairman 
of the Lexington Association, and Rev. 
Dr. J. Archer Gray, who gave the invoca- 
tion. 

President Jones gave a brief resume of 
the Association’s progress during the year, 
showing an increase of 22 new members 
and congratulated the Membership Com- 
mittee on its fine work. He then intro- 
duced Mr. Schneider, of the Louisville 
Association, who made an excellent talk 
outlining the opportunities of post war 
business in this section and emphasizing 
the necessity for caution in credits in the 
coming months. His remarks were force- 
fully expressed and well received. Dr. 
J. Archer Gray spoke on the “Christian 
Spirit at Christmas” and held the close 
attention of the audience as he outlined 
the necessity for care of the underpriv- 
ileged children of the community. 

Accompanying Mr. Schneider from 
Louisville were Col. R. J. Myers, man- 
ager of Sales & Service, and Walter L. 
Hofflin, group manager of the Louisville 
Association. 





Omaha Celebrates December 19 


Omaha—The Omaha Association of 


Credit Men celebrated Christmas on De- 
cember 19 with a delightful party under 
the supervision of S. J. Ellenberger as 
chairman of the special committee. 
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Chicago “C” Men 
Told of “Magic Wire” 
At January Meeting 


Chicago: The regular monthly meeting 
of the Chicago Association of Credit Men 
held at the La Salle Hotel,’ Wednesday 
evening, January 9, was a carefully plan- 
ned program to demonstrate the sensa- 
tional adaptation of two of the most 
amazing developments to come out of 
World War II. 


W. H. “Chick” Brott explained and 
demonstrated “The Magic Wire,” the 
wire that hears and talks, the first pub- 
lic demonstration of the use of stainless 
steel in voice recording. “The Magic 
Wire” is a product of the Wire Recorder 
Division of the Utah Radio Products 
Company of Chicago. Mr. Brott included 
in his program the outstanding voice re- 
cording of,all time, the eye-witness ac- 
count of the explosion and burning of 
the German Dirigible, “Hindenberg.” 


Alfred Macdonald of the Recordak 
Corporation, a division of the Eastman 
Kodak Company, explained and demon- 
strated the wide and varied use of the 
Recordak in reducing literally acres of 
records to. a small cabinet and facilitating 
their reference to a matter of seconds. 
Mr. Macdonald explained the adaptation 
of Recordak to commercial operations 
with the same success and efficiency that 
made possible the movement of billions of 
letters in record time through V mail. 


Both of these developments played a 
most important part in winning the war 
and will play a much more important 
part in the business of peace time. 


Industry Groups 
Hold Yule Parties 


Chicago: Several industry credit 
groups of the Chicago Association of 
Credit Men celebrated the Yuletide sea- 
son appropriately. Among them were, 
the Variety Store Group at the Mary- 
land Hotel, the Packers Group at Little 
Bohemia, The Industrial Supplies and 
Machinery Group at the Electric Club, 
the Credit Women’s Club of Chicago at 
the Furniture Club of America, the Fine 
Paper Group at the Union League Club, 
the Refractories Group at Little Bohemia, 
the Food Manufacturers and Allied Lines 
at Martin’s and the Wholesale Food and 
Allied Products Group at Henrici’s. 





New York C.M.A. Lists 


600 on Committees 


New York—The more than 600 mem- 
bers serving on the Association’s 27 
standing committees and 14 membership 
committees are listed in a special supple- 
ment booklet mailed to all members of 
the NYCMA in December. 
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New York Observes 
Fiftieth Anniversary 


In Special Souvenir 


New York—The New York . Credit 
Men’s Association commenorated its 
Fiftieth Anniversary with a special 
souvenir issue of “Credit Executive.” The 
issue contained a number of articles re- 
lating to the history and progress of the 
Association since its organization in 1895. 
It was illustrated with a number of pic- 
tures of scenes taken at the time the 
Association was organized. 


: One feature of the Fiftieth Anniversary 
issue was the special tribute paid to four 
living founding members and two addi- 
tional life members of the New York 
Credit Men’s Association. William A. 
Prendergast, Charles E. Meek, Joseph 
Sinsheimer, Samuel S. Conover are the 
living founding members. 

Another event commemorating the 
Golden Anniversary of the New York 
Credit Men’s Association was the dinner 
of the Board of Directors at the Hotel 
Astor on December 20. This was the 
regular monthly meeting of the Board, 
but a special program and menu were 
provided as a souvenir for the occasion, 
which was attended by board members 
and the members of the Association’s 
executive staff. 


_ 


Publishers Join in 
Credit Group at NYCMA 


New York—The NYCMA has added 
another credit group to the more than 20 
already being serviced, with the forma- 
tion of the Publishers Credit Group 
headed by Eugene B. Quinn of Fairchild 
Publications. : 

The charter members of the Group are: 
McGraw-Hill Publishing Co., Inc.; Faw- 
cett Publications, Inc.; MacFadden Pub- 
lications; Parents Institute, Inc.; Dell 
Publishing Co.; Standard Magazine, Inc. ; 
Esquire; M. L. A. Publications; Ideal 
Publishing Co.; Band Leaders Publish- 
ing Co.; Periodical House, Inc. ; Reporter 
Publications, Inc.;  Kogos Publishing Co., 
Inc.; Breskin Publishing Co.; Fairchild 
Publications. 

The newly formed Group will provide 
a credit information to publishers to 
assist them in dealing with advertisers 
and advertising agencies, providing prompt 
and accurate information concerning all 


those who seek credit accommodations in 
this field. 


Zebras Serve as Santas 


Milwaukee— The Milwaukee Zebra 
Herds had charge of the December 19 
Christmas party for the Milwaukee As- 
sociation. The party was featured by 
the distribution of gifts which had been 
donated by members. 








Minneapolis: The December meeting 
of the Minneapolis Credit Women’s Group 
took the form of a gala Christmas Party. 
Dinner was served at tables gaily dec- 
orated with chimneys full of gifts. After 
a short business meeting the Program 
Committee took charge with Mrs. Georgie 
M. Anderson as Mistress of Ceremonies. 
The “Credit Carolers,” a group of mem- 
bers led by Miss Ellen Thoorsell, sang 
Christmas songs with everyone joining 
in the final carol. A lively quiz pro- 
gram of “Truth and Consequences” was 
the main event of the evening with con- 
testants drawing some very amusing con- 
sequences and receiving prizes for their 
efforts. Gifts were exchanged and a 
beautiful basket of fruit was given as 
door prize. 


The December meeting of the Cleveland 
Credit Women’s Club was held on De- 
cember 18. 

Cleveland: The Cleveland Credit Wo- 
men’s Club gathered at the College Club 
at 6 P. M. on December 18 for the An- 
nual Christmas Party. Dorothy Cran- 
dall, WTAM Organist, gave a special 
musical program during the entire eve- 
ning. Members brought toys and games 
which were turned over to The Society 
for Crippled Children. Arrangements for 
the party had been kept secret and every 
one enjoyed the various surprises planned 
by the entertainment committee. 


Detroit: The Detroit Credit girls 
eagerly awaited the arrival of Santa at 
their December 18th meeting. Santa ar- 
rived in time to chat and have dinner 
with them. He thanked the girls for 
their splendid work during 1945, and then 
in his jovial manner distributed gifts, 
among the girls, from the illuminated 
Christmas tree. They enjoyed the dra- 
matization of Christmas stories by Mrs. 
Henry Wieduttes. 


Boston—G. Harry Adalian from Ada- 
lian Brothers, Inc., was the guest speaker 
at the December meeting of the Boston 
Credit Women’s Club. His subject was 
“Romance of Oriental Rugs.” The his- 
tory of oriental rug making was inten- 
sively interesting and informative espe- 
cially as he displayed many beautiful rugs 
to explain their characteristics. A very 
interesting paper was prepared and read 
by Catherine Lane entitled “Taxco—The 
Silver City in Mexico.” The Christmas 
spirit prevailed when each member 
donated her gift of toys which are he- 
ing delivered to the Home for Little 
Wanderers in Boston. 


Portland: The Women’s Chapter of 
Portland Association of Credit Men 
celebrated. the Yuletide season with 
their usual Christmas Dinner Party on 
the second Thursday of December. Mem- 
bers answered a challenge to find skill and 
amusement in their own resources and 
prepared a splendid baked ham dinner and 
a hilarious evening of entertainment of 
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News of the Credit Women’s Clubs 


their own “homespun” variety. They also 
sponsored a buffet dinner and musical 
program for general assembly of men. 
and women of the Association at the 
Benson Hotel on December 20th. With 
the holiday season over they will turn 
their attention to more serious affairs, 
the first of which will be a contest of wits 
in a radio quiz with the neighboring Seat- 
tle Club on January 16 over KGW Broad- 
casting Station. 


Philadelphia—T. Allen Glenn, -Presi- 
dent of The Peoples National Bank of 
Norristown, Pa., spoke at the Jan. 10 
meeting of The Philadelphia Credit 
Womxzn’s Club on the Loan Provisions of 
the recently amended G. I. Bill of Rights. 
Mr. Glenn spoke at the last Tri-State 
Conference in Atlantic City and his en- 
gagement before the Women’s Club came 
about as a result of that contact. 





Wholesalers Sales 
Show Slight Gain 
In First 11 Months 


Wholesalers’ sales, all lines of trade 
combined, were up 12 per cent in Novem- 
ber over a year ago, but showed little or 
no change from October of this year, ac- 
cording to an announcement released re- 
cently by J. C. Capt, Director of the Cen- 
sus. A small (3 per cent) gain in dollar 
volume was recorded for wholesalers in 
general for the year to date (11 months) 
compared with the corresponding period 
of 1944. These data are based upon re- 
ports for 2365 wholesale establishments. 
This monthly study is conducted jointly 
by the National Association of Credit 
Men and the Bureau of the Census. 

Considered by trades, automotive sup- 
plies led with a sales gain of 32 per cent 
for November, 1945, over November, 
1944. Substantial increases were also 
recorded for voluntary group wholesal- 
ers of groceries and foods (18 per cent), 
and distributors of tobacco and its prod- 
ucts (17 per cent), electrical goods (16 
per cent), and general hardware (16 per 
cent). Wholesalers of drugs and sundries 
noted an 11 per cent rise in dollar vol- 
ume, on a year-to-year comparison, but a 
small (3 per cent) decrease for Novem- 
ber compared with October of this year. 
Dry goods wholesalers reported an aver- 
age gain of 5 per cent for November, 
1945, over November, 1944, but a 7 per 
cent decrease for November compared 
with October, 1945. The level of sales 
for lumber and building materials was the 
same as for the like month a year ago but 
dropped back 9 per cent from October of 
this vear. 

Collections on accounts receivable were 
5 per cent higher for November, 1945, 
than for November, 1944, but were 
slightly (2 per-cent) Jess for November 
than for October of this year. 
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ST. LOUIS TERRE HAUTE ST. PAUL 


O. A. Wangerin . Dewey Walker H. Truman Anderson 
Credit Manager Division Credit Manager Credit Manager 
GRIESEDIECK BROS. BREWERY MID CONTINENT PETROLEUM U. S. STEEL SUPPLY CO. 


Association 


So that all members of the National Association 
may become better acquainted with the men who are 
now serving as presidents of the local Associations 
affiliated in N.A.C.M., we present herewith the first 
installment of a new monthly feature in CREDIT 
and FINANCIAL MANAGEMENT. All Associations 
have been invited to send in photographs of their 
presidents. We present here the first 14 to respond 
to the invitation. We hope to present another group 
of 14 in the February issue. 

The office of president of an affiliated Credit Men’s 
Association is one of high honor and great responsi- 





CLEVELAND 


E. B. Gausby 


Assistant Treasurer 
WARNER & SWASEY CO. 


KANSAS 
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CITY RICHMOND PHILADELPHIA 





N. W. Bailey Carlisle R. Davis William E. Vollmer 
General Credit Manager Vice President & Cashier Assistant Vice President 
STOWE HARDWARE & SUPPLY CO. STATE PLANTERS “BANK & TRUST CO. SKF INDUSTRIES, INC. 
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ATLANTA PITTSBURGH BUFFALO 





Charles W. Bandy Byron A. Stump James L. Adkins 
Secretary Vice President Credit Manager 
BECK & GREGG HARDWARE Co. DOUBLEDAY-HILL ELECTRIC CO. REMINGTON RAND CO. 


Presidents 


bility. These men, selected to lead their local Asso- 
ciations, have earned such honors through long ser- 
vice and close cooperation with other leaders in their 
Associations. First as committee members, then as 
chairmen of special groups, and then as members of 
the Board of Directors, they have worked as the 
“wheel horses” who have pulled more than the aver- 
age load in their Association activities. Through their 
personal abilities these men are among the top execu- 
tives in their own companies and like their prede- 
cessors as presidents, are elevating credit management 
to the status of a recognized business profession. 





SALT LAKE CITY 
Lester F, Hewlett 


Vice President 
HEWLETT BROS. CO. 





SEATTLE LEWISTON EL PASO 





R. William Peterson Robert Somerville Leo F. Yetman 
Assistant Treasurer Credit Manager Treasurer 
PUGET SOUND POWER & LIGHT CO. ERB HARDWARE CO. THE EL PASO ELECTRIC CO. 
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Jack Cogswell Leaves 
Rochester ACM. After 
1l Years on Staff 


Rochester—Announcement was made 
in the January issue of the bulletin of 
the Rochester Association of Credit Men 
that effective January 1, Jack Cogsweil 
would leave the Association to accept 
a new position with the Birds Eye-Snider 
Division of General Foods. 

Mr. Cogswell has been connected with 
the Rochester Association for eleven 
years, serving six years as Assistant- 
Manager of the Service Corporation un- 
der Charles Briggs and the last five 
years as Executive Secretary of the Asso- 
ciation. Since 1942 Mr. Cogswell has 
been on leave from the Association serv- 
ing in the Navy. President Elmer Weiland 
of the Rochester Association announced 
that the successor to Mr. Cogswell will 
be named at an early date. 

Otto Lorenz was the speaker at the 
January 9 dinner meeting at the Hotel 
Seneca, his: subject being “What About 
Inflation Now.” 


C. V. McPhail Elected 


Chattanooga President 


Chattanooga — Guest speaker for the 
December 18 meeting was J. Park Mc- 
Callie, McCallie School, whose talk “I 
Am a Debtor” was most enjoyable. Dr. 
McCallie was introduced by Baxter C. 
Davis of the Peerless Woolen Mills. 

The following officers and directors of 
the Chattanooga Association of Credit 
Men were elected for the year 1946: 

President: C. V. McPhail, Peerless 
Woolen Mills. 

Ist Vice-President: W. T. Hutson, 
Gilman Paint & Varnish Co. 

2nd Vice-President: W. Clyde Cannon, 
Pure Oil Co. 

Secretary-Treasurer: G. Royal Neese, 
Adjustment Bureau. 

Chairman of the Board: J. Herbert 
Spaulding, Hamilton National Bank. 

Councillor: W. C. Pitner, American 
Trust & Banking Co. 

Membership Chairman: C. Callaway, 
Jr., Crystal Springs Bleachery. 





North Central District 
Conference March 15th 


Minneapolis—The North Central Dis- 
trict Credit Conference will be held on 
March 15th and 16th. Conference Chair- 
man FE. C. Vorlander, Minneapolis- 


Honeywell Regulator Co. is at work now 
on a program for two full days of inten- 
sive study of credit problems. He pointed 
out that the importance of the district 
conference is greatly enhanced by the 
fact that no National Convention will be 
held this year. 
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New York City—Henry J. Tay- 
lor, radio news analyst and lecturer, 
spoke at the January Forum Meet- 
ing of the New York Chapter of 
the New. York Institute of Credit 
held at Hotel Pennsylvania. Mr. 
Taylor’s subject was “Free Enter- 
prise in World Organization.” As 
a special correspondent for the 
Scripps-Howard newspapers Mr. 
Taylor has visited more than thirty 
countries making syrveys of busi- 
ness conditions. He reported on 


these visits during his lecture. 





Chicago Schedules 
Classes in Speaking 


Chicago: E. Pattison Kline is con- 
ducting a course in “How to Preside 
at a Meeting” for members of the Chi- 
cago Association of Credit Men com- 
mencing Monday, January 14, and con- 
tinuing through Monday, February 11. 
Adolph G. Pierrot who has a class in 
“Effective Public Speaking” will have a 
second class during the winter. 

A group of credit executives of the 
Chicago Association of Credit Men have 
organized a Speakers’ Club to meet twice 
a month, starting in January. The pur- 
pose is to gain practice in speaking, to 
improve their ability to express them- 
selves and to learn how to think through 
any subject they wish to discuss. Meet- 
ings are held at Association headquarters 
in the Merchandise Mart. 


Foreign Traders 


Hold Yule Party 


Chicago: Following its custom of many 
years, the Foreign Trade Group of the 
Chicago Association of Credit Men held 
its annual Christmas party Friday eve- 
ning, December 7, in the main dining 
room of the Merchants and Manufac- 
turers Club in the Merchandise Mart. 
After dinner those joining in the celebra- 
tion enjoyed dancing to the music of 
Don West’s “Crediteers.” 


Spokane Merchants 
Assn. Elects Trustees 


Spokane: The 42nd annual meeting of 
the Spokane Merchants Association was 
held at the Davenport hotel on December 
11, at which time a report of the Associa- 
tion’s activities for the fiscal year was 
made and Trustees were elected for the 
ensuing year. Luncheon followed the 
meeting after which members of the 
Association and the Spokane Associa- 
tion of Credit Men were favored with 
an address by Paul M. Millians, Vice 
President, Commercial Credit Corpora- 
tion, Baltimore, Maryland, on the sub- 
ject: Credit in Our National Economy. 
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F. E. Gibson Named 
to Credit Interchange 
Board of Governors 


Because of the extension of his duties 
to include a much broader field, Frank H. 
Eichler of the American Smelting & Re- 
fining Company, San Francisco, Calif., 
has found it ‘necessary to resign from 
the Credit Interchange Board of Gov- 
ernors. 

F, E. Gibson of Graybar Electric Com- 
pany, Seattle, Wash., has been elected 
by the Western Division to fill the un- 
expired term of Mr. Eichler on _ the 
Credit Interchange Board. His term will 
expire April 30, 1947. 

Mr. Gibson has been a loyal supporter 
of the Service Departments of the Na- 
tional Association of Credit Men for a 
period of many years, and he will give 
sound advice and counsel with regard 
to Credit Interchange. 


Paint Men Hold 


Christmas Revel 


New York: The annual Christmas 
party of the Paint & Allied Industries 
Credit Association was held Wednesday 
evening, December 19, 1945, at the Build- 
ing Trades Employers Association, 2 
Park Avenue, New York City, with a 
large gathering of members and guests 
in attendance. The program of festivities 
started with a special holiday dinner, fol- 
lowed by an entertaining floor show, and 
the balance of the’ evening of merriment 
was rounded out in dancing by the mem- 
bers and guests. President Willard T-. 
Stewart was presented with a traveling 
bag. by the members of the association 
in appreciation of his services during the 
past year. 


Paul Hunter Again 
Heads Credit Fraternity 


New York—At the annual meeting of 
members and directors of Credit Men’s 
Fraternity, Inc., held on December 11, 
1945, all present officers were reelected 
for one more year. Directors whose terms. 
expired were also reelected for an addi- 
tional period of three years. G. Earle 
Killeen, special credit representative of 
the National Bank of Boston (New 
York) was elected a director to fill the 
vacancy created by the resignation of 
director Charles E. Meek which has two 
more years to run. 


| Positions Wanted | 


POSITION WANTED: Services available 
of Credit Manager, 39 years of age who has 
had 8 years of active experience. Desires a 
connection with a representative wholesale house 
which will offer a future for efficient work. 
Any geographical location acceptable. Box J-!. 
CreDIT AND FINANCIAL MANAGEMENT. 








